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COUNCIL OF STATE.
Wednesday, 3rd A pril; 1940.

The Council met in the Council Chamber of the Council House at Eleven
of the Clock, the Honourable the Prebident in the Chair.

MEMBER SWORN ; .
The Honourable Mr. Arthur deCoetlogon Williams (Nominated Official).

Ttt® H o n o u b a b l e  Mb . A. d e C. WILLIAMS : Sir, I would like to make a
personal explanation as regards a point which I understand was raised in the
coarse <of the debate yesterday, as regards the representation of the Defenoe
Department in this Council. There is, I think, a little misapprehension as
regards this matter. Under the orders of the Governor General, in the absence
of H is Excellency the Defence Member, I represent the Defence Department in
this Council. Unfortunately, I had to be in charge of certain work in another
place in consequence of which I ceased to be a Member of this Council. That
work quite unexpectedly lasted over yesterday, longer than wap anticipated.
It was unfortunate ; but it was unforeseen. I can only express my sincere regret
that the Defence Department was unrepresented yesterday.

STATEMENTS, ETC., LAID ON THE TABLE.
Cqm m ebclal  T b e a t ie s  a n d  N otes  a ffec tin g  I n d ia ,

T h e  H o n o u b a b le  Si b  ALAN LLOYD (Commerce Secretary) : Sir, I
lay on the table a further list of Commercial Treaties and Notes affecting India
and also a oopy each of the Agreements mentioned in items 1 and 3 of Part II,
and of the Anglo-Muscat Commercial Treaty of 1939 which was mentioned in
the statement laid on the table on 17th April, 1939.

P a b t  I .

A g reem en t u n d er  w h ich  th e p ro d u c ts  o f  India r ec e iv e  m o st-fa v cm red -n a tio n
trea tm en t o n  term s o f  r e c ip r o c i ty .

Countries which Date of Agree- Nature of Description. Remarks,
are parties to the ment. Agreement.

Agreement.

1. United King- 0th and 16th Exchange Commerce . These Notes provid- 
dom and Egypt. February, of Notes. ed for the prolonga-

1939. tion until February
16, 1940, of the
provisional Com -
mercial Agreement
ooncluded between
these Governments

# by the Exchange
of Notes* dated 6th
and 7th June, 1930.
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‘ P a b t  II.

Agri&nint to whioh India?is n party.
Countries whioh Date o f Argee- 
are parties to the ment* 
Agreement*

Nature o f 
Agreement.

Description. Remarks.

United King­
dom and Siam 
(Thailand).

23rd Nov- Treaty 
ember, 1937.

C o m m e r c e  T h e  accession of 
and Naviga- India to this Treaty 
tion. which has been

effected from 28th 
June, 1999 is subject 
to the reservation 
that appointments 
o f Thai (Siamese) 
Consular Officers o f  
any rank to reside 
in India should be 
restricted to seaport 
towns.

United King- 20th March, Agreement Trade and 
dom and India. 1939. Tariffs.

JVii.

3. United King- 1989 
dom and Egypt.

Agreement Tonnage 
Measure­
ment.

This Agreement has 
been applied to 

India by an Ex­
change o f Notes 
dated 20th Februarv, 
1989. *

Pa r t  I IL  

Denunciation of Agreements. 
Nil.

T hb H onoubable Sib GUTHRIE RUSSELL (Chief Commissioner for 
Railways) : Sir, I lay on the table the information promised in reply to ques­
tion No. 44 asked by the Honourable Pandit Hirday Nath Kunzru on the 6th 
March, 1940.

N u m b e r  o r  Q u a r t e r s  r e s e r v e d  f o r  Su b o r d i n a t e  Su p e r v i s o r y  St a f f  o f  t h e  R a i l w a y
W o r k s h o p s , L i l l o o a h .

(a) 85 sets.
(b) 75 aw occupied by Europeans and Anglo-Indians and 10 by Indians.
(c) Quarters are allotted to staff in the following order o f priority :—

(i) staff eligible for rent-free quarters or house rent in lieu ;
(it) s ta ff required to live near their work and liable to be called out for duty at any 

tim e ; •
{iii) other staff.
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(d) The answer to the first part is in the negative. As .regards the second part, the 
Allotment o f quarters is dependent on quarters b^ing available or the nrovfcion o f new 
•quarters which are provided under the conditions law down in para. 1901 o f  the State 
Railway Engineering Code, a copy o f whioh is in tihe Library o ftn e  House. House rent 
allowances are granted if admissible under the rules. 1 u n  n o t aware to what facilities 
-the Honourable Mfember refers, but Government as a general policy do not now grant 
advances to its etariplovee6 for the purpose o f  building their own houses.

BILLS PASSED BY THE LEGISLATIVE ASSEMBLY LAID ON THE
TABLE.

SECRETARY of th b  COUNCIL : Sir, in pursuance o£ rule 26 of the 
Indian Legislative Rules, I lay on the table copies of ihe following Bills which 
were passed by the legislative Assembly at its meeting held on the 2#d April, 
1940, namely :■—

A Bill to amend the Defenoe of India Act, 1939.
A Bill to make better financial provision for the Imperial Council o f 

Agricultural Research. . ;■<>
A Bill further to amend the Insurance Act, 1938.

MESSAGE FROM THE LEGISLATIVE ASSEMBLY.

SECRETARY o f  t h e  COUNCIL Sir, the following message has been 
received from the Secretary of the Legislative Assembly

“  I am directed to inform you that the Legislative Assembly at its meeting held on 
Tuesday, the 2nd April, 1940, agreed without any amendment to the Bill io  amend the 
Tarsi Marriage and Divorce Act, 1936, which was passed by the Council o f  State at its 
meotinjz held on the 4th Maroh, 1940. *’

INDIAN FINANCE BlLL~coutinit*d.
T h e  H o n o u r a b l e  t h e  PRESIDENT : The further debate on the Finance 

Bill will now proceed.

T h e  H o n o u r a b l e  S i r  RAMUNNI MENON (Nominated Non-Official) : 
Sir, the debate has covered a wide field and I fully realise that it will be practi­
cally impossible at this stage to break fresh ground or to advance any new 
arguments. Nevertheless, I feel that I shall be rendering some useful service 
by placing before the Council certain considerations in regard to two or three 
matters which have been raised in the course of the debate or which can be 
properly included in its scope. In his speech, the financial part of which, 
I must confess, was figuratively, as the whole of it was physically, above my 
head, the Honourable Mr. Hossain Imam referred to an extremely important 
subject which, as he said and in my opinion, has not received the consideration 
in the Central Legislature or outside to which it is entitled. I refer to the Re­
port on the Archaeological Survey of the Government of India by Sir Leonard 
Woolley. It is my misfortune that on this particular subject Mr. Hossain 
Imam did not on this occasion display his characteristic thoroughness. Pro­
bably he was too engrossed with His other subjects to do so ; and I regret this 
all the more because earlier in the session, when he had planned a leiSuiely trip 
to this promising place, he unfortunately missed the last boat and we were placed



[Sir Ramuuni Meuon.] .
in the predicament of not being able to debate an important subject. How­
ever, we have to take things as we find them. I am ait a loss to know whether 
Mr. Hossain Imam has come to any conclusions on this Report and what he 
wants the Government Of India to do.

T he H onourable the  PRESIDENT : We are not much concerned with 
what Mr. Hossain Imam wants the Government to do.

T he H onoubable Sir  RAMUflNI MENON : No, Sir. I am only refer­
ring to it in a general way. But as far as I am able to gathef, he seems to think 
that the Government of India should accept the recommendations o f this Report 
and implement them. If that is his view, I must express my inability to agree 
with him. Even when it is a Department of the Government that is in the 
dock, as it undoubtedly is in the present case, I prefer to follow’ the maxim 
which is as wise as it is old “  Audi alteram partem I should Kke to know 
what there is to be said on the other side before I come to any conclusion. 
I  have no doubt something can be said on the other side and t hope whatever 
has to be said on the other side will be said soon and we shall be placed in 
possession of it. At the same time I should like to stress one point, and that is 
that the fiovemment of India should not altow this extremely valuable Report 
to be shelved. I hope it will proceed with the consideration of it and come to 
some speedy conclusions on its recommendations. In passing, I. must say that 
the Report is a very severe condemnation of the work of the Archaeological 
Survey. Whether the condemnation ts justified or not is a different matter 
and I hope we shall be able to know all about it in course of time. And before 
the Government comes to any final conclusions on the matter I suggest that 
it should take into consultation the Universities and other interested bodies, 
and if necessary, other experts also. As you have warned me, Sir, I shall not 
trespass on your patience by entering into further details on the subject.

T he H onourable Mr. HOSSAIN IMAM : Would you not like the House 
to discuss it ?

T he H onourable Sir  RAMUNNI MENON : That is for the President 
to decide.

Several Honourable Members made references to the expectations that 
have been raised by oertain recent pronouncements by the Honourable 
the Commerce Member. I share those expectations myself. I should like 
to see all endeavours being made to promote new industries and to expand exist­
ing ones. I have a special reason in hoping for this achievement because I 
feel that the increased opportunities which such measures will provide for the 
employment of educated Indians who are now resting in enforced idleness will 
be most welcome. _

In the course of his interesting speech, the Honourable Mr. Richardson 
made the suggestion that the Government should, in the oase of protected 
industries, not rest satisfied with granting protection from foreign competition 
but should take steps which will have the effect of checking, if not absolutely 
preventing, internal competition also, or as he called it, unhealthy internal 
competition. I admit that he worded his suggestion in unexceptipnable 
language. But I have been wondering what the suggestion would come to in 
practice. In practice it can only mean one thing, that the Government should 
intervene, in some effective way to stop internal competition. Whether 
competition is healthy or not is a question which is likely to be viewed from 
different points of view by different interests. The industrialist,mil view that

*1
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question from his point of view and the general consumer will view it from his 
point of view. I have no particular objection to any salutary measures being 
adopted for the encouragement of industries. But I would like to stress that 
there is a point of view which is not often, or sufficiently, heard mentioned in 
this place in our general discussion on industrial matters, and that is the point 
o f  view of the consumer. Take the ease of a protected industry. The consumer 
obviously will be paying a very hi"h price for the protection, and if in addition 
to the protection von are stopping internal competition also, how can he feel 
satisfied ? Why should the State intervene and deprive the consumer of the 
benefits which internal competition will bring to him ? The considerations 
which I have in mind can be put in the form of a few questions. One question 
I have already stated. Others can be framed thus : what is there, if you remove 
internal competition, to ensure efficiency or to encourage improved methods 
of production and management ? Then again, what is the assurance—can 
Any body be certain—that the pioneers who start an industry are the best people 
to do so ? Further, what is the guarantee that the first locality of an industry 
is the ideal locality ? Take, for instance, the case of sugar which was par­
ticularly mentioned. Why should Madras be deprived of the chance, the 
opportunity, of starting a new sugar factory in the Presidency if it chooses to 
do so ? Take paper. Why should any part of the Madras Presidency be 
prevented ? These are considerations which are perfectly valid on their in­
trinsic* merits. But, apart from their own merits, there is a further question 
to be considered ; whether the autonomous provinces will be prepared to sit 
•quietly when the Government of India intervenes in matters of this kind.

I have only thrown out what appeared to me certain considerations which 
it is obviously necessary to bear in mind when we are considering the subject 
of protection. I am aware that in our present Commerce Member we have a 
man of knowledge, understanding and sympathy and we can all feel assured 
that he will give this subject the most sympathetic and careful consideration.

Now I come to the specific proposals of new taxation which are contained 
in the present Finance Bill. Among the general arguments which have figured 
in the discussions centering round these taxation proposals there is one which, 
owing to its general currency and its frequent repetition in this Council and in 
another place, deserves at least a passing notice, if for no other reason than to 
point out its unsoundness. That argument is based on the consideration that 
equity requires a just apportionment of the financial burden created by the war 
between the present generation and posterity. The argument is based on 
certain assumptions ; that it is possible to distribute the burdens and benefits 
o f war between the present generation and posterity, and further that raising 
money by*taxation is to place a burden on the present generation and to exact 
a sacrifice from it, whereas raising money by borrowing places a burden on 
posterity and exacts a sacrifice from posterity. I am not an economist and 
I have no desire to appear learned. But it is pertinent to state that economists 
have repeatedly pointed out the fallacy of this argument. A recent, and a very 
clear, exposition of the true position will be found in one of the latest Oxford 
pamphlets on World Affairs—the pamphlet on Paying for the Wa/ry which is 
written by the editor of the Economist. It has been pointed out that whether 
you raise money by taxation or by loan today, the incidenoe is upon the present 
generation. It is out of the income of the present generation that this money 
comes, and to that extent it is the present generation that makes 
the sacrifice. Whether on any particular *occasion we should raise 
money by taxation or by loan is a question which has to be decided on the merits 
o f the case^and on the circumstances whioh prevail at the time. I think the 
Honourable tfhe Finance Member and the Honourable the Finance Secretary
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have given very eogent reasons for resorting to taxation to raise the funds 
required today. In regard to the taxes on sugar and petrol both of them have 
supplied equally convincing arguments, and in particular I would like to men* 
tion the point •which the Honourable the Finance Member mentioned in one 
of his speeches, namely, that sugar in all countries is a very important vehicle 
for a high tax. In these circumstances 1 have no hesitation whatever in giving 
my whole-hearted support to the proposals contained in the Finance Bill.

The Honoubable Rai Bahadur SRI NARAIN l\f AHTHA (Bihar : Non- 
Muhammadan) : Mr. President, this is the first time during the last three 
years of ray membership of this Council that a Finance Bill has come to us in a 
non-certified form, and consequently is found to be comparatively freer from 
the odour of autocracy about it. This Bill has also had a better reception 
in this House than two of its predecessors whose passage I have had occasion 
to witness. I attaoh two reasons to that. In the first place there is the war. 
No one wants to embarrass the Government seriously, whatever may be the 
differences or points of disoord. Secondly, the present Finance Member has 
been more considerate of public opinion and public sentiment than had been 
our experiencewith his predecessors during the last few years. Even with regard 
to this Bill the Finance Member made a substantial concession by agreeing to 
enhance the duty on sugar only with effect from the manufacture made after 
the 1st March, 1940. Sir, although I do not oppose this excess duty, because I 
know that extra money has got to be found to balanoe the Budget, vet I would 
like to clear a misconception whioh I find has been lingering in the minds of 
some Honourrable Members who think too placidly that this burden of enhance­
ment will fall only on the millowner, that is the manufacturer. It will have to 
be shared by the agriculturist also because the enhancement of duty is bound 
to depress the price of sugarcane. Sir, I heard some members talking of the 
agriculturist and the industrialist as if they were two antagonistic or com­
petitive forces. This to my mind is a wholly wrong conception ’of the national 
economics of a country. The grower of raw produce and the manufacturer 
oif finished materials are complimentary to each other. The manufacturer of 
sugar must see that the cultivation of sugarcane continues to be a paying 
business for the cultivator before he can hope to get an adequate supply o f 
oane to crush. The agriculturist on the other hand must learn to be content 
with a reasonable price so as to enable the manufacturer to find a market for 
his sugar. A high excise duty, However, does not help this way or that. It 
depresses the price of the raw material, makes it difficult for the finished pro­
duct to find a market, and also hits the consumer. The only consolation one 
can derive from it is that the general taxpayer is relieved of direct taxation in 
some proportion. It is however now time to cry “  halt ” , so that the burden 
on sugar may not become intolerable. I say so particularly because in some 
provinces—I know it is so in my province—that taxes on the same commodity 
emanate from two sources—Central as well as Provincial. Whereas the Central 
Government taxes sugar, the Provincial Government taxes sugarcane. In no 
sphere is there more need fof co-ordination than in a scheme of taxation, and 
I feel, Sir. that there should be a better and more effective co-ordination be­
tween the Central Government and the Provinoes so far as taxation is concerned 
The case of petrol is in no wav different in this respect. We have the Central 
excise and we have the Provincial tax. Double taxation on the same commo­
dity makes, the poor man’s lot* difficult . The cost of his living and transport 
become such as he cannot afford, and particularly when he finds that transport 
facilities are made expensive. , c

[8ir Ramunni Menon.]



I have noticed, Sir, that whenever the Finance Bill oomes up for disoussion 
most of the time is devoted by Honourable Members to the discussion of the 
Defence policy of the Government of India. The interest that thjs House 
and the other House take in Defence matters is evidenced by the large number 
of Resolutions and other Motions brought up by Members regarding the na­
tionalization of the army and the Indianization of the officer ranks. The growth 
of interest on this question is natural pnd worthy of the vigilance of a Legis­
lature composed mainly of Indians who have an enlightened sense of what the 
national aspirations of India must be and the important responsibilities that 
this country must expeditiously assume. India has rapidly gained in political 
consciousness during the last few years and it is now clear that the Indian will 
not tolerate domination very long. The status of this country is going to 
change soon. India will rise to her full stature as a self-governing nation 
within the British Commonwealth if possible, or outside it if necessary. There 
is no use mistaking the signs of coming events. Let us like wise men, therefore, 
so forestall and shape things that a greater measure of reliance, a greater 
measure of understanding and confidence are fostered between England and 
India than seem to be in evidenoe today on the question of giving the Indian 
his due place in his own oountry. In this connection the question that we 
view of the first magnitude is that of making the defence forces of this oountry 
completely manned and officered by Indians. The Indian Army has, truly 
speaking, three functions. It is readily and conveniently available to Britain 
to fight its imperialistic battles. It affords a free training ground for British 
soldiers in India. And, finally, it is an army of occupation in this oountry 
to hold the Indian down. The reluntance of the Government to make the 
Army wholly Indian is due to the fact that Indianization does not suit the 
present purposes of the Army. How can then a oountry be proud of an army 
in the direction and shaping of which the nationals of that oountry have a 
very subordinate position ? The Honourable Mr. Parker, who I am sorry is 
not here just now, seemed to suggest that the emergency—the war—must take 
precedence over what he termed to be reforms in the matter of defenoe. I  
hold, Sir, a different view. Reforms in defence must be undertaken, if they 
are to be any use at all, when there is an emergency. The present is the most 
opportune moment to announce defence reforms and to undertake them as 
early as possible. I cannot see how the present emergenoy is going to stand in 
the way of considering the problem of training Indians for the defence of the 
oountry. I feel, Sir, that the very fact that there is this emergency should make 
Government feel the necessity of taking greater interest in the question and 
making arrangements for imparting the necessary training to the Indian. 
The old army is not much use either at the present time, now that the wars 
are fought by mechanised units. Proper arrangements on a satisfactory scale 
should be made to train the Indian in the work of defence. That proper type o f 
Indians are not available to take to the army as a carreer is an exploded myth. 
No one has the patience to hear it any longer. Then, Sir, there is the advantage 
and possibility of reducing the expenditure on the army if the army is nation­
alized, if Indian soldiers replace the British soldiers. The British soldier costs 
about four times more than the Indian sofSier. Then, the Indian soldier is 
quite as good a soldier as his British brother and in addition to that is better 
fitted to stay in Indian conditions. It is too late in the day, Sir, for one to be 
seriously required to argue a case for making the army truly Indian—Indian in 
command, Indian in personnel and Indian in outlook. But, Sir, the case has 
all the same to be repeated each year. I have m îself done so thrioe. Repeti­
tion is agitation, and perhaps the only form of agitation constitutioilally per­
missible to a legislator. But on the question of Indianizing the Army we seem 
to be dealin| tjlows on water which receives no impression. The Defenoe
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Department artftaohes no value to the opinions we hold and generally, although 
it is not the ease today, it does not feel the necessity of sending any representa­
tive to enlighten us on anything. This is the age of responsive oo-operation. 
The Government will get only that measure of oo-operation and help which 
they themselves offer. The Indian now chooses to look on everything only 
from one point of view and that is, what has been done or is being done to im­
prove his status in his own oountry, and in that respect the record of the 
Government of India is not very satisfactory and that of the Defence Depart­
ment is the blackest.

On an occasion like this one would like to refer to the question of high 
salaries, how they are unsuited to the slender resouroes of this country. But 
I wou|d not do so today as I had recently the occasion to refer to them in con­
nection with the General Budget.

Lastly, Sir, when one turns over the pages of the Finance Bill one reaches 
with regret the postal rates, to discover that hardy annual, the post card. The 
Postal Department is running at a profit but even then one does not know when 
after all the poor man is going to get his half-anna post card back. We are all, 
however, proud of the able management of the Postal Department by Sir Guru- 
nath Bewoor and hope that he will some day soon be so able to arrange things 
as to see that the post card rate is reduced from 3 pice to 2 pice.

One word about control of prices and I have done. I shall confine myself 
on this question to a suggestion regarding the prices of agricultural produce 
only. The agriculturist had a bad time during the last 10 years. Today he 
is buying all his requirements including agricultural implements and bullocks 
at high prices. I would like to suggest to Government, therefore, that there 
should be no interference with the rise of prices of agricultural produce unless 
prioes show a tendency to rise higher than the level that was reached in 1928, 
which was just a good normal year.

T h e  H o n o u r a b le  K um ar NRIPENDRA NARAYAN SINHA (West 
Bengal : Non-Muhammadan) : Sir, it is very gratifying indeed to find that 
some relief has been given to the sugar industry by way of excluding imposi­
tion of excess excise duty on sugar produced on or before 29th February last.

Sir, by this concession the Honourable the Finance Member has not only 
won the praise and confidence .of the Indian industrialists and the public but 
has also confirmed us in the belief that his regime as the Finance Member will 
be a period of smooth and peaceful piloting of future budgetary measures. 
The adroit and masterly way in which he handled the Exoess Profits Tax Bill 
and the various modifications in almost all the important clauses of the Bill 
to which he consented, leave no doubt in our minds of the wealth of tact and 
ability which he possesses.

Let us hope that the present clouded atmosphere will clear up soon and 
the tax payers of India will notice called upon to bear any further burden.

In my speech on the General Budget, I made it clear that enhanced duty 
on petrol was a necessary sequence of the rise in railway freights and rates and 
I was glad to find my Honourable friend Mr. Sapru, voicing my views in the 
vehement speech which he made yesterday.

As dor the rise in the excise duty on sugar, I need not repeat what I said 
then. I only wish to emphasise the fact that it is far from truism to say that 
the rise in the excise duty on white sugar will not affect the peoler people.
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In conclusion, Sir, I wish to express my full agreement iHth my Leader 
in the view that in times like these, the Defence Department should not stick 
to the nomenclature of martial and non-martial races in the matter o f recruit­
ment to the army. When men are forthcoming and are offering their services 
for the defence of the country and for the accomplishment of the wafr aims 
•of the British and their Allies, they should not be refused because they do not 
•come under the coined category of martial people. Able-bodied men and the 
men of right type should be freely recruited even if they do not conie under 
the category “  enlisted class ” —the new definition given by my Honourable 
friend Colonel Hissamuddin. Attempts must be made to greatly extend the 
scope of employment of Indians both in the higher ranks as well as in the 
common rank of soldiers. When after the end of present hostilities, India is 
likely to have Dominion Status of the Westminster variety, it would be fit 
and proper to take them into confidence in the matter of defence of their 
'Country and to give them the proper and necessary training.

The Honoubable Mb . V. V. KALIKAR (Central Provinces : General) : 
Sir, no country can escape the troubles and turmoils when Europe is engaged 
in such a big war. India, whether she was consulted or not, has been made a 
-belligerent country and the result is that India has to suffer and make sacri­
fices to the utmost for carrying on this war to a successful issue. Sir, we 
sympathise with the powers of democracy. We want that Hitlerism should be 
defeated and we want that democracy should come out successful in this war. 
But, Sir, India also desires that she must be made competent and fit by her 
rulers to take an active part and to give whatever support it is possible for her 
to give in these conditions. India hae to undergo a strain of taxation and, 
whether one agrees to it or not, she will have to bear her share of the burden 
in this matter owing to the expenditure that has to be incurred on account of 
war conditions. Sir, there may be an honest difference of opinion about the 
particular method of taxation. The economists may differ among themselves 
but as I say she cannot escape this strain at this time. But, Sir, according to 
me, there its a certain limit. As I read in today’s morning paper, even the 
financial experts of England are thinking of finding out other measures as they 
i)hink that the rich people in England have been taxed to the utmost, the limit 
has been reached, and they therefore want to find out some other method of 
taxation to raise funds in England. Sir, in India during the last 16 years 
industries have b?en taxed to their utmost limit. Let us take the case of the 
sugar industry, Sir, which is the subject of.taxation under the present measure. 
This industry flourished because we gave protection to the industry in 1931. 
In 1934 we imposed an excise duty and again in 1937 the excise duty was in­
creased and the quantum of protection was diminished and now, Sir, again 
we have before us a measure for saddling the*industry with further taxation* 
As I said the other day, Sir, the industrialists are the best judges in the matter 
whether further taxation would retard the progress of the industry or not. 
From the speeches that I have heard yesterday and today, I find, Sir, that 
even the agriculturists # would have to pay and would have to suffer a burden 
on account of this excise duty. A premier landholder of India, our colleague, 
the Maharajadhiraja of Darbhanga, yesterday told us that the tax will ulti­
mately fall on land and therefore you ought to increase the taxing capacity 
o f  the land so that the land should bear the tax without any strain. My 
friends from Bihar and the United Provinces told us that this industry has been 
subjected to double taxation, provincial as jvell as central, and the price of 
cane has gone down on account of provincial taxation. I have \io experience 
in my province about this industry, Sir, but from the speeches made I can 
-■safely c<ftne to the conclusion that this tax is going to burden the grower also,
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not to speak of the 'consumer. The growers will also feel the strain of th15 
burden. Under the drcumstanoes, Sir, I think that other measures o f taxa­
tion should have been found ottt by the financial experts of the Government 
of India so that agriculturist may not suffer.

Then let us take the case of petrol. Petrol, Sir, is a commodity which 
now-a-days can tiq longer be called a luxury. In India we have got such vast 
distances where for -want of railroad the agriculturists resort to this sort of 
transport for taking their produce to the markets as well as to the ports. This 
industry also has b?en taxed by the Provincial Government as well as by the 
Central Government. I am afraid further taxation of this industry may not 
bring into operation the law of diminishing returns. This industry has 
already been taxed in the form of the increase of freight rates by the railways. 
This industry is being taxed by the Provincial Governments and also by the 
municipalities. If, Sir, the industrialists think that this industry will not 
suffer and the rates will not be increased by the management who carry on 
the business of transport, then certainly I have no objection, but if they are 
going to increase the rates and if the poor agriculturists have to suffer the 
brunt, then, Sir, I certainly think that this measure ought not to have been 
(brought forward.

Sir, in discussing this Bill, I want to register my protest about one thing 
and that is the modification of the Niemeyer Award. Sir, I think the action 
of the Government of India in getting an Order in Council passed to modify 
this Award at this time was very inopportune. I do not consider in terms o f 
money about this Award. The Provincial Governments will, no doubt, lose 
something, but I oonsider it as an encroachment on provincial autonomy by 
the Central Government. We know to our great dissatisfaction that in seven 
provinoes the Constitution is not working. I submit that Government ought 
to have thought twice before placing any further obstruction in the way 01 Bin 
amicable settlement of that issue, which even now many people have not lost 
hopes o f bringing about. This issue is of very great importance, not from the 
point of view of monetary gain to the provinces or to the Centre but from the 
constitutional point of view. Sir, it is very unfortunate that the Constitution 
is not working in seven provinoes. We, who do not see eye to eye with the 
majority political party in India, still desire that the Constitution ought to 
be worked, and we therefore think that the Government committed a very 
grave mistake at this particular moment.

Sir, I want to say a word about the policy of the Government of India in 
connection with the defence of India. On this point, this side of the House 
has moved many Resolutions and has been discussing the subject for a very 
ibfrig time. We find to our grfeat regret that the Government, whether it be 
the Government of India or the British Government, have not yet been able 
to change their attitude. If, as I said in the beginning, you want our help in 
carrying this war to a successful issue, if you desire that India should give you 
help in men, money and material, it is your bounden duty to see that the 
people of India are prepared for the arduous task. You cannot in one breath 
say, “  Give us money, men and material ” and in another breath not give us 
facilities to provide you with m£n, money and material.

We have often referred to the question of the Indianization of the officer 
ranks of the army and of the nationalisation of the army in India, and I do not 
want to tako, up the time of the House by repeating the arguments. But I 
submit that if the old orthodox policy followed by the Defenoe Department 
is not given up at this time, it will not create that short of enthusia#nl amongst

[Mr. V, V. Kalikar.]
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Indians whioh we all desire should be created and wewant that it should be 
used not only for the defence of India but also for the defenoe &f the Common* 
wealth. I am one of those who want to retain th$ connection *£ India with 
England/ But you cannot retain that connection if you carry on* with your 
orthodox policy. Please take us into your confidence and then no Hitler or 
anybody else in the world can raise an eye against you. This is the exact 
time when the Defence Department ought to.change its attitude in this matter. 
I am anxious to hear something from the Honourable the Commerce Member 
about the steps the Government of India are going to take for making indus­
trial development a success in this country and therefore, Sir, I do not want 
further to take up the time of the House.

T he H o n o u ra b le  P a n d it  HIRDAY NATH KUNZRU (United Province* 
Northern: Non-Muhammadan) : Mr. President, this Bill raises important
financial and economic questions but the larger questions of policy which lie 
behind it overshadow all other questions today. Had the times been normal 
I would have practically confined myself to the consideration of those important 
financial and economic issues to which the Budget uivites our attention. But 
I confess that my interest today is much more in the larger question of policy 
than in those concrete financial and economic questions which the Budget 
raises. Nevertheless, I shall say briefly something about them before I pass 
on to the consideration of the question of policy.

I should like to deal first with the question of the sugar excise* I recqgf 
nise the conciliatory attitude adopted by the Honourable the Finance Member 
in the other House in exempting sugar produced up to the 29th February from 
the new tax. But the matter does not end there. 'Jhis excise duty has been 
levied beoause of the expenditure necessitated by the war. But I think we 
may be certain that it will not be taken off even when the war is over. At 
the present rate of about Rs. 60 per ton, Government will get about Rs. 6 
crores of revenue from the exise duty, if the annual production of sugar in this 
oountry is a million tons. It is thus obvious that they will, by means of this 
duty, recover practically all that the import duty on sugar was yielding before 
protection was thought of,—at any rate what it was yielding in the years 
1926-27 and 1927-28. '

T he H o n o u ra b le  M r. HOSSAIN IMAM : It went up to Rs. 10 crore*

T he H o n o u ra b le  P a n d it HIRDAY NATH KUNZRU : That was 
under special conditions. It went up in connection with the Budget of 1930-31 
when the import duty was considerably raised and when it was apparent that 
Sir George Schuster would be compelled to follow a protective policy. That 
is why I did not take the years 1930-31 and 1931-32 into acoount. However, 
the years to which I have drawn attention will show that the yield that 
may be expected in a normal year in future will be about what Government 
was getting then. *

Now, how is the increase of Rs. 2 crores annually in the excise duty going 
to be realised ? On whose shoulders is this tax going to fall ? Sir James 

12 nook Grigg used to maintain that it would fall entirely on the
" manufacturer. We were never able to share his opinion.

But so far as this year is concerned I think we can show conclusively that the 
burden is being borne by the agriculturist. When the duty was announced 
the price per maund of cane was Re. 0-9-9. It r̂as reduced a few days later 
to 9 annas. I think the new price came into force o n  the 3rd March. It has 
been further reduoed by a pide and it has been Re. 0-8-9, I understand, since 
the 1st Aprifc » It is thus clear that the new d u ty  has led to a decrease in the-
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prioe per maund of can© from Re. 0-9-9 to Re. 0-8-9. As the incidence of the 
doty per mannd will be about Re. 0-11-9 it is clear that the reduction in the 
prioe o f cane is accounted for entirely by the excise duty. This is, Sir, the 
result------

T h e  H o n o u ra b le  S ir  JEREMY RAISMAN : What will the Honourable 
Member say if the price of cane has to be further reduced ?

The H o n o u r a b le  P a n d it  HIRDAY NATH KUNZRU : I am coming 
to that point; I have not yet finished. I must not be supposed, Sir, to mean 
from what I have said that I want the price of sugar to remain at its present 
level. I know—and here I agree with what the Honourable the Finance 
Member said in the other House—that the difficulties of the sugar manufac­
turers have been due to the fact that the price of sugar has been artificially 
enhanced. On account of the price fixed by the United Provinces Govern­
ment the price paid to the cultivator is increased when there is an increase 
in the price of sugar. This seems to be fair but it leads to a further increase 
in the price of sugar. Things are thus moving in a vicious circle and if no 
remedy is found for the present state of things 1 cannot contemplate with 
equanimity the future of the sugar industry. The high prices of sugar have 
/led already to a decrease in its consumption and if they continue there can be 
'|M> hope that the consumption of sugar will go up. It is absolutely necessary 
.therefore that this matter should be taken in hand and settled amicably and 
-on equitable lines as early as possible.

The whole country is interested in the sugar industry. It is a source of 
benefit to the agriculturist also whose interests we have always to watch 
over. It is an important source of revenue to the Provincial Government. 
In fact one of the principal reasons for protecting sugar was that it would 
improve the financial position of Provincial Governments. And finally the 
^Central Government too has a large and direct interest in its prosperity. Things 
should not therefore be allowed to remain as they are at the present time.
I know that the subject is primarily provincial, but in view of the magnitude 
»of the interests at stake and the direct interest of the Central Government in 
tfoe matter, I do not think that the Central Government can afford to stand 
aside and say," We must leave the question to be solved satisfactorily either 
by the manufacturers or by the manufacturers and the Provincial Govern­
ments.” That was the attitude of Sir James Grigg ; that attitude we never 
approved of. When after imposing the excise duty he came before us and 
claimed that theduty had led to an improvement in the position of the sugar 
industry and had compelled the manufacturers to put their house in order, 
we were unable to accept his opinion. We felt that such improvement as was 
visible was due to the initiative taken by the Governments of the United 
Provinces and Bihar. Unfortunately the interests concerned and these 
Governments have not been able to settle matters on a satisfactory basis. 
I think therefore that it is time that the Government of India interested them­
selves in the question and fixed the price of sugar on an equitable basis exclud­
ing from the price the incidence of the excise duty per maund.

There is another reason, Sir, also why I seriously direct the attention of 
"the Central Government to this important question. The welfare of no small 
number of agriculturists depends today on the flourishing condition of the 
sugar industry. If, however, the present prices lead to a decrease in the 
consumption of sugar, as they have done and are bound still njore to do in 
future, it is obvious that the agriculturist will be seriously affecftea. Besides if
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the present prices are uneconomic and have to be induced wfth a coiteequent 
reduction in the price for sugarcane, the sooner steps are taken to deal with 
the matter the better. The position is already difficult and if you let things 
drift for a year or two, any alteration in the price of cane to the detriment of y 
the cultivator will produce undesirable results not only from the1 economic 
point of view but also from the political point of view. It is necessary there­
fore that the Central Government realising their .duty should bring all the in­
terests together and use their good offices to settle the question on a basfc 
equitable to all the interests concerned.

Sir, there is only one more point that I should like to deal with in passing 
in connection with the specific questions raised by the Budget. That con* 
cerns the manufacture of power alcohol from molasses. Now, as my Honour­
able friend Sir Jeremy Raisman knows, this subject received the attention of 
the Legislature more than once in the past and I know that it was also con­
sidered either by the Imperial Council of Agricultural Research or by one of 
its Sub-Committees. We, however, never came to know what the result of 
the investigation set up by the Imperial Council of Agricultural Research was. 
When I asked for information on this subject it was some brief and jejune 
resolution passed by the Council or by one of its sub-committees that was 
pointed out to me, but I could never get the proceedings of the body that had 
considered this matter and could never come to know what were the reasons 
owing to which the question was not being taken up. Well, matters were in* 
that position wheii Provincial Autonomy came into force on the 1st April, 
1937. Some Provincial Governments, taking advantage of their new position, 
appointed committees to consider this matter. I understand that all Provin­
cial Committees did not hold the same view but I have no definite information 
on the subject. I know, however, that the committee set up by the Govern­
ment of the United Provinces, which was a representative one, reported in 
favour of the manufacture of power alcohol from molasses and I think it was 
also pointed out that this was being done in the State of Mysore. A Bill was 
passed on the subject before the United Province? Ministry resigned. But, 1? 
understand, that the Bill has not yet received the assent either of the Governor' 
or of the Governor General. It may be allowed to lapse. Now, I should like 
to know what the policy of Government in this connection is. It is all very well 
for them to raise new taxation whenever they require money but is it not 
equally their duty to take the wider economic interests of the country into 
consideration and, while they are imposing taxation, to create conditions which 
would lead to a further extension of the transport industry which in some of its 
aspects will have an important bearing on the moving o£ agricultural produce 
from villages? I hope that my Honourable friend the Finance Member will be 
able to give us some information with regard to the attitude of the Govern­
ment on this question. It may be that, if this question is taken up now, it 
will have an adverse effect on the financial position of the Government of 
India but I confess I have no clear ideas on the subject. This is one more 
reason why I ask the Honourable Sir Jeremy Raisman to lay the full facts of 
the situation before us.

T h e H o n o u b a b le  M r. HOSSAIN IMAM : It will cause no loss to the 
Government. ,

T he H o n o u r a b le  P a n d it  HIRDAY NATH KUNZRU : Well, that is 
if taxation is imposed 011 it. I do not know if it will then be more economical 
than petrol is at the present time, but I suppose it will be so. In any case, it 
is not mv desire that Government in encouraging the production of power 
alcohol from molasses should exempt it from any duty that may be considered, 
suitable. • %



COW0IL OF STATE [3 rd A p r il  1940

[Pandit Hirday NathKunaru.] ,
v r Apart from this, Sir, the other considerations on whifeh.tay'Honourable 

jfriepd Mr. Hodftain Imam laid stress yesterday are also relevant to t ie  consi­
deration ofth is matter. I therefore once more request the Honourable the 

' .Finance Member to enlighten us on the subject.

And rtow* Sir, I shall pass oil to those larger questions which I have already 
said interest me much more than those that I have hitherto discussed. Now, 
the first question of policy that T shall discuss related to  the future industrial 
development of the country. I congratulate the Government of India, and 
my Honourable friend Sir Ramabwami Mudaliar in particular, ou the estab- 
lishmeuf of the Scientific and Industrial Research Board. The Government 
vof India, or rather the Finance Member, is going to place Rs. 6 lakhs at the 
disposal of the Board for carrying on its activities. This naturally reminds 
iis o f the position of the Imperial Council of Agriculture which is also rev iv ­
ing the same amount of help, but the position of this Council, while it may 
.convey useful lessons to ius, should also servem part as a warning to us. This 
*Coundl has undoubtedly done valuable work but it has been concerned mostly 
with research work which unfortunately has not generally speaking been 
‘brought within reach of the cultivator. However valuable the results of its 
investigations may be, the cultivator cannot search for them in the bulletins 
that are written in English. I hope this'mistake will not be repeated in the 
case of the Scientific and Industrial Research Board. What I mean to say 
iis that, while research is important, extremely important, the development of 
industries, the taking of practical steps for the expansion of existing, and the 
starting of new, industries should be regarded as an equally important duty 
of the Board. I know that this question has not been neglected by the 
Honourable the Commerce Member. The communique that has been issued 
iwith regard to the composition and duties of the Board makes it. clear that the 
Board is not intended to be a purely research body. We have also to take into 
account, in addition to the establishment of the Research Board, the speech 
delivered by my Honourable friend, Sir Ramaswami Mudaliar, in the Legis­
lative Assembly on the 12th March. I had only a summary of this speech 
before me when I spoke on this subject in connection with the debate on the 
(Excess Profits Bill. Since then, I have received the proceedings of the Assem- 
'bly of the 12th March and have been able to read the Honourable Member’s 
-speech in full. His speech carries the matter much further than"the com­
munique relating to the establishment of the Board. But, if I raise a discus­
sion still, it is to refer to certain matters which, though they may be implied in 
what has been said bv the Honourable Member or might be in his mind, have 
not been specifically referred to.

Sir, when the Board was established, my mind went back to Sir Arthur 
Salter’s Report on Economic Advisory Councils, and I brushed up my memory 
by referring to certain portions of the Report the other day. Sir Arthur 
Salter, while discussing the problems that would need to be examined by the 
Economic Advisory Councils recommended by him when they wore estab­
lished, gave two instances of problems requiring investigation of a more extended 
character. The first problem was— and here I quote from the Report—

“  that o f drawing up in main outline a general plan o f India’s economic and industry 1 
development in the next few decades ab some guide to the direction o f State policy

„~This-task was attempted in jmrt by the Indian Industrial Commission. In 
"Chapter IV* of its Report it considers some of the most important industrial 
.deficiencies of India but it concerns itself in that Chapter with wjfrat it calls
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the key industries— the manufacture of machinery and the engineering in 
du&tries. It will be evident to any one who acquaints himself with the consti­
tution of the Industrial Board and with the speech delivered by my Honour­
able friend Sir Ramaswami Mudaliar that he had the recommendations con­
tained in these reports before him when he established the Board. The very 
•composition of the Board shows, to my mind, that the recommendation made 
by Sir Arthur Salter with regard to the composition of Economic Advisory 
Councils has been borne in mind, of course within the limits set by the special 
circumstances created by the War. The Board contains not merely research 
workers but also practical business men. Apart from this, my Honourable 
friend stated the other day in the Assembly three main proposition* in con­
nection with the future attitude of the Government of India towards industrial 
development. He said in respect of the establishment of industries en­
couraged by the Government of India that they were determined that 
these industries should not be left to their fate after the war* tl^s assuring 
us that the situation that arose after the Great War of 1914-18 would not be 
allowed to be repeated. The second statement that he made was that he was 
engaged in an active examination of those industries which require to be 
developed either for the prosecution of the war or to make up the more im­
portant deficiencies in respect of key industries as disclosed by the reduction 
of imports on account of the war. The last statement that he made was that 
the ideas of Government were running “  on the lines of making a little liberali­
sation in the conditions of the Fiscal Commission, so as to encourage the pro­
duction of those commodities which we feel essential for our war needs *\ 
The Honourable Member’s assurances are of a far reaching character and I 
heartily welcome them. But I respectfully suggest that more stress should 
be laid on the need for drawing up a plan in accordance with which the acti­
vities of the Industrial and Research Board should be carried on. Further, 
in drawing up this plan, attention should not be paid only to the key industries. 
We should also take advantage of the present position to expand existing in­
dustries and to create new industries, whether they be large or small and 
whether they be war industries or key industries or not. I  mention this last 
point because the Commerce Member has so far spoken either of the industries 
needed in connection with the war or of the key industries. I suggest t&at the 
wider aspect to which I have drawn attention may be quite important as those 
aspects which have already received the consideration of my Honourable 
friend. I hope that the war would not last a very long time. We have, there­
fore, to bear in mind that if we want to do anything practical, we must lay 
our plans in such a way that they may materialise in the course of the next 
four or five years. Yet, I think that a wider examination of the kind I have 
suggested will not be without its value and that it will be a useful guide not 
merely at the present time but hereafter also.

The second question to which I wish to refer in this connection seems to 
me to be of even greater importance. The Honourable the Commerce Member 
has already spoken of the desire of the Government to relax a little the condi­
tions laid down by the Fiscal Commission. I do not know what exactly he 
has in mind. He might have been more cautious in choosing his words than 
he intended to be in his actions. I should be very glad if he could give us an 
indication of the lines on which the relaxation of which he spoke is going to 
be made. But there are two points that I venture to bring to his attention 
in this connection. One is that the position of the world is such that the 
economic postulates on which the Fiscal Commission based its work no longer 
hold good. It is notorious that almost every oountty has built* up a high 
economic wall round itself. I f  therefore we stick strictly to the polioy laid 
down by t)ie%Fiscal Commission, we shall be the only country that will suffer
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because of the adoption of a liberal policy in the present situation. I am not 
in favour of increasing restrictions unduly. I should be very glad if the world 
were to return to a saner mood and allowed a freer outflow of the goods pro­
duced in different countries. But we have to take account of facts as they 
are and to provide for our welfare in the situation in which we find ourselves. 
Secondly, Sir, the supply of raw material in the country on which the Fiscal 
Commission laid so much stress does not seem to me to be a vital point. I f  
it were necessary for the success of an industry that its raw material should 
be found in the country in which it was functioning, then neither England 
nor Japan could be a big industrial country in many respects ; yet both o f  
them are industrially great; they can get their raw material cheaply from other 
countries. I  see no reason why a different policy should be followed here.
I shall be told that I am probably forgetting that it will not be easy to get raw 
materials far any industry at the present time. I bear that fully in mind, Sir. 
Nevertheless, if we revise our ideas in this connection now it may lead to a 
reconsideration of policy and giving a stimulus to industrial development.

Lastly, Sir, I should like to ask my Honourable friend Sir Ramaswamf 
Mudaliar what would be the relation between the Scientific and Industrial 
Research Board and the Industrial Research Bureau which was set up #five or 
six years ago. Anyone who reads the report of this Bureau will see that its 
activities and the principles that underlie it are of much the same character 
as those which apply to the Board. In fact it seems to me that the Board 
is really an extended application of the ideas on which the Industrial Research 
Bureau was based. I am therefore anxious to know what would be the posi­
tion of the Industrial Research Bureau. Will it continue to function, will it 
remain independent or will its staff become a part of the staff of the new 
Research Board. The duties of the Research Bureau and the Board are so 
similar that I doubt whether the oo-ordination of activities which is to result 
from the supervision of the Industrial Research Board would be quite enough 
in the case of the Bureau.

Now, Sir, I shall say a few words about another question whioh is of even 
greater importance than industrial development. We are frequently re­
minded that a war which will have far-reaching consequences on the fate of 
the world is going on and that it is incumbent on us as lovers of democracy 
and human freedom to set aside all smaller questions and to concentrate our 
attention on the settlement of those issues on which the future welfare of the 
world depends. I realise the sinoerity of that appeal and I respond to it in a 
measure. Government know—and know better than anybody else—what 
sympathy they received from the country at large when the European war 
broke out. They must have been surprised by the ideological support that 
they received even from quarters which are not supposed to be friendly to 
them. I submit therefore that we have not failed in taking into full account 
the gravity of the issues that call urgently for settlement at the present time. 
I fear that it is Government that have failed in their duty to mobilise the 
large volume of public sentiment that existed and still exists in their favour 
in the country. Government spokesmen will doubtless say that the charge 
is not well foimded, because the authorities have made it clear that they look 
forward to the achievement of Dominion Status by India within the shortest 
possible period of time. That announoement of policy has certainly been 
made, but,if it is to be realised concrete steps must be taken to show to the 
country at large that the promise made by Government is going to be imple­
mented in the near future. I  am not going to say one word in this connection



INDIAN FINANCE BILL 435

which would even remotely suggest that I am oblivious o f our own res­
ponsibility in the matter. I feel, Sir, that it is a misfortune that Provincial 
Governments are not functioning in seven provinces. I feel that it is a dis­
tinct loss to us that the Central Legislature is not receiving the help of the 
representatives of the largest and most influential party in the country, I  
feel that if the provincial autonomous Governments were at work in all the 
provinces and that if we were discharging here our duties as representatives 
o f the country fully in spite of the discouragements with which we might be 
faced, we would make a greater impression on Government than we have 
done up to the present time. But while I realise our own responsibilities, 
I contend at the same time that this does not absolve Government of the duty 
that they owe to the country. Whatever may have happened in the provinces 
or in this Legislature, they can yet take steps which will convince the people 
o f the oountry that they mean to take India quickly with them towards the 
goal of complete freedom.

One of the most important questions that we must consider in this connec­
tion is that of defenoe. It was, as I said the other day, specifically referred to 
by His Excellency the Viceroy in the conversation that he had with Mahatma 
Gandhi in February last. Now, how are Government discharging their duties 
in this direotion ? I fully endorse what my Honourable friends Mr. Sapru 
and Mr. Hossain Imam said yesterday with regard to the arrogance and con- 
tompt with which we are treated by the Defenoe Department. The entire 
taxation to whioh we are going to be subjected is due to the war but the most 
important representative of the D3fence Department who is a Member of 
this Council, absents himself from it on the ground that he has more im­
portant work to do elsewhere. Can anything show more conclusively than 
this th3 utter contempt with which the authorities treat us ? They want our 
co-op3ration only in respact of the shouldering of obligations. They forget 
th? rights which should correspond to the obligations. I know that my 
Honourable friend Mr. Williams is here as the representative of the Defence 
Dap&rtmBnt. (An Honourable Member : “  Today ” .) Well, I recognise that 
he was accidentally absent yesterday. But while I do not wish to say any­
thing disparaging to Mr. Williams himself, I cannot help saying again what 
I said the other day, namely, that we cannot look upon him as a proper re­
presentative of the Defence Department.

The H o n o u b a b le  Mr. A. deC. WILLIAMS : On a point of order, Sir.
Is th3 Honourable Msmbar entitled to question the action of the Governor 
General ?

T he  H o n o u r a b l e  th e  PRESIDENT : I do not think he is in order in 
reflecting on the action of the Governor General. Mr. Williams ha9 beep 
appointad by the Governor General; he has told you that, and you still say 
you disapprove of his appointment.

T he  H on o u r a ble  P a n d it  HIRDAY NATH KUNZRU : I do not doubt 
his legal competence to vote and speak against us but no ordet passed by the 
Governor General can set moral issues at rest.

T h e  H on o u r a ble  t h e  PRESIDENT : You say he is not a suitable 
representative. You disapprove of his appointment by the Governor General.

■  ̂ • .

T h e  H o n o u r a ble  P a n d it  HIRDAY NATH KUNZRU: No,* Sir.
What I say is th^t we c&nnot regard him as a full-fledged representative of the 
IJ^fence Department in our own minds.
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T h e  H on o u b a ble  t h e  PRESIDENT : Well, I have ruled that you 
oannot oomment on His Excellency the Governor General’s action.

T h e  H o n o u r a ble  P a n d it  HIRDAY NATH KUNZRU: I am not 
commenting on it. But I hope I have the fullest  ̂right to express the non­
official view with regard to the manner in which this Council has been treated 
by Government and by the Defence Department.

Sir, we are told that the Commander-in-Chief has important work to do 
elsewhere. Has the Secretary of State for War or the First Lord of the Ad­
miralty no work to do in England ?

T h e  H o n o u r a ble  Sir  DAVID DEVADOSS : They are not soldiers. 
Churchill is not a soldier. He is not in command of the Army there. The 
Commander-in-Chief of the British troops does not sit in the House of Com­
mons.

The Honourable Pandit HIRDAY NATH KUNZRU: Well, my
Honourable friend should realise that the Ministers are ultimately responsible 
for the conduct of the war. If they do anything at all, the war must have 
added greatly tc their duties, and while they may be performing duties different 
from those of the Commander-in-Chief here, they must be of a vital character 
in relation to the war. If people at the head of the war organisations, people 
on whose decisions the prosecution of the war will depend, can find time in a 
self-governing country, can find it necessary in a self-governing country to 
attend Parliament in order to satisfy their own people and to win their con­
fidence, is it not necessary for the head of the Defence Department in this 
country to attend this House in spite of the war, and to take special pains to 
assure us that he is prepared to give the fullest information that is possible 
in the present circumstances, and to take into serious consideration the views 
that are expressed here ?

T h e  H on o u r a ble  th e  PRESIDENT : The fullest consideration was 
given when several Resolutions were moved in this House and there was the 
reply of the Government of India given on all points.

T h e  H o n o u r a b le  P a n d it  HIRDAY NATH KUNZRU : Sir, may I
respectfully ask why the Chair considers it his duty to give a reply on behalf 
of the Government ?

T h e  H on ou rable  th e  PRESIDENT : It is my privilege ; when an 
Honourable Member exceeds his duty and makes any unjust comment on the 
other party or person it is my duty also to protect every Member present in 
this House.

T h e  H on o u r a ble  P a n d it  HIRDAY NATH KUNZRU: Sir, you are 
the custodian of the dignity and rights not of one section of the House but of 
the whole House. v

T h e  H on o u r a ble  th e  PRESIDENT : I quite admit that.

T h e  H on o u r a ble  P a n d it  HIRDAY NATH KUNZRU: And I res­
pectfully venture to point out that I know of no instance during the last three 
year? when you have found it necessary to raise your voice on our behalf.

T h e  H on o u r a ble  Sib  DAVID DEVADOSS: There xras no necessity 
for it.
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T h e  H on o u r a ble  P a n d it  HIRDAY NATH KUNZRU: Sir, it is a 
fact. I am not dealing with a matter of opinion.

T h e  H o n o u r a ble  t h e  PRESIDENT : No. I do not think your collea­
gues here will endorse that opinion.

T h e  H o n o u r a ble  P a n d it  HIRDAY NATH KUNZRU: And now, 
Sir, I shall deal with a few questions concerning the Defence Department and 
first of all I shall say a few words with regard to the Air Force be cause I shall 
be able to deal with the matter briefly. When the war broke out, in fact 
before the war broke out, we asked that steps should be taken to enlarge the 
Indian Air Force and to see that as soon as possible it replaced the Royal Air 
Force. But our demand was not acceded to. After the war, we drew atten­
tion again to the importance of strengthening the Indian Air Force and of 
training large numbers of Indians as pilots. But that demand too was turned 
down. And what is being done now, Sir, in this connection ? All that 
we have come to know during the course of the last eight months is that one 
more Indian Air Squadron will be established in the course of the year. We 
have further been told that the Air Force Headquarters are now engaged in 
recruiting personnel for the Air Force Reserve. They have their own organi­
sation for training the Reserve. Finally, Sir, comes the Civil Aviation De­
partment, which has received the magnificent grant of Rs. 51,000 from the 
Central Government in order to get more pilots trained through the Flying 
Clubs. What is the number of men that is going to be trained by the Avia­
tion Department ? Four pilots are to be trained as Instructors, eight 'pilots 
are to receive advanced training at each of the seven Flying Clubs, and four 
persons are to be trained ab initio as pilots at each of these Clubs. In all, 
therefore, 88 more men are to be trained. And this is the magnificent record 
of a Government which asks us day in and day out to devote every ounce of 
energy to the prosecution of the war. Here is a subject in connection with 
which we are in earnest. The communiques issued by the Civil Aviation De­
partment show how enthusiastic is the response which that Department has 
received from our young men. But how do Government take advantage of 
that response ? By proceeding at a snail’s space and training an insignificant 
number of pilots. I remember the Pioneer writing in connection with the 
announcement made by the Civil Aviation Department, “  What on earth is 
the use of this ? To train 26 at a time is merely playing with the problem 
as the experience even of the last war had shown.” We have received support 
in this matter not merely from Indian but also from British newspapers. But 
it has made no impression on the Central Government.

Now, Sir, I wish to say one or two words with regard to the Army — «-

T h e  H on o u r a ble  th e  PRESIDENT: I have allowed you nearly 1 £ 
hours already------

T he# Ho n o u r a b l e  P a n d it  HIRDAY NATH KUNZRU: I got u p a t  
12 O’clock, I think, Sir,------  •* •'<

T h e  H o n o u r a b le  t h e  PRESIDENT: One hour and 20 m ntrtes, aftd 
you must remember that there are other speakers to follow. 1 _ "• ■ ‘

_ ! a
T h e  H o n o u r a b le  P a n d it  HIRDAY NATH KUNZRU : Y o f t  khow 

more afcofit«it, Sir. than I do but I do not think I have spokefi fo f’tadre than

T h e  H o n o u b a b le  t h e  PRESIDENT : It ;s a matter o f  op in ion .
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an hour. However, I shall be brief with regard to what I am going to say 
about the Army, because I have dwelt on this matter repeatedly in this House. 
The most important question that arises in this connection is that of Indianisa- 
tion and the petition of the Indian Commissioned Offioer3. I asked the other 
day whether the parsons who were given temporary commissions would be 
appointed a3 platoon commanders or as company officers like the newly 
recruited British officers and I was told that they would be appointed as 
platoon commanders. I ask the House to realise what the appointment of 
Indian offioers as platoon commahders means. When the polioy of Indianiza­
tion was started, it was understood that Indian officers would be trained to 
replace British officers. When the eight units scheme was announced, I think 
the Commander-in-Chief, Lord Rawlinson, said in the Assembly that Indian 
officers coming out of Sandhurst would not be confined to these eight units 
but would be posted to other units also, which meant that whatever the out­
put of the Indian officers from Sandhurst might be, the whole of it would be 
usdd to replace British officers. But that policy has now been changed. 
Indian offioers are not utilised for the replacement of British offioers. They 
are being appointed as platoon commanders, that is, in place of Viceroy’s 
Commissioned officers who retire or are asked to retire. Thus, while the 
number of Indian offioers is increasing, they are by no means replacing British 
officers. In fact, the recruitment of British officers remains what it was. 
I asked my Honourable friend Mr. Williams a few days ago to give us the 
figures relating to the recruitment of British officers since 1935 and this was the 
information that he supplied. In considering this information, the House 
should bear in mind that it is believed that the Indian army requires about 125 
offioers annually to make up the wastage in the officer ranks. The figures 
relating to recruitment during the last five years are as follows :—

1935 .......................................................... 100
1936 ............................................................................  172
1937 ............................................................................. 136
1938 ......................................................... .........  . 124
1939 .............................................................................130

I ask the House to say — I ask the European Members of this House to 
tell us whether this is Indianization, whether they can ask us to forget this 
simply because a war is going on. Government, not content with what they 
were doing before the war, are taking steps which will accentuate the grievance 
to which we have repeatedly drawn their attention. They are following a 
policy which will enable them to confront us with a settled fact after the war 
and to say that the policy of replacing Viceroy’s Commissioned officers by 
Indian officers having gone too far cannot be reconsidered.

The reason given for this change of policy, which means the stoppage of 
Indianization—not its reduction, mind you, but practically its stoppage in the 
earlier years—is justified on the ground that it is necessary that1 the Indian 
Army should follow in future the organisation of the British Arm Jr. Why 
should we give up our own organisation that has worked successfully for 75 
years, we do not know. But, unhappily for those who relied on the British 
analogy, Mr. Hore-Belisha has changed the system in England, and only half 
the platoons are to be commanded in future by British commissioned officers. 
Half of them are to be commanded by Warrant Officers Class III. At the 
present time therefore we are following no model %t all. Our organisation is
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peculiar to ourselves. While the British authorities seem to be approaching 
our system, we are giving up ours and following the British model which is 
in course of being rapidly and radically altered.

Sir, J have spoken so far with regard to the appointment of Indians to the 
j p commissioned ranks. I shall now deal with the attitude of

* M* Government with regard to the supply of information. Dur* 
mg this Session I put a number of questions relating to military matters. On 
the 23rd February I put two questions the object of one of which was to find 
out what was the number of officers, temporary officers, recruited since the 
commencement of the war and how mapy of them were Indians and Britishers 
and of the other to find out the total strength of the forces raised in India in each 
of the provinces. What was the reply of my Honourable friend Mr. Williams ? 
“  It was contrary to the public interest to give publicity to the figures asked 
for by the Honourable Member.** I fear, Sir, that he was thinking not o f the 
public interest but of the interest of the Defence Department. Probably the 
number of commissions given to Indians is very small and in regard to 
recruitment the old restrictive policy is being followed which will not bear 
scrutiny. I put another question on the 26th of February regarding the 
manufacture of munitions. I wanted to know what were the new kinds of 
munitions that were being manufactured and to what extent. This time I 
received a reply from the Honourable Mr. Dow, and his reply was quite as 
comforting as that of Mr. Williams. He too felt that it was not in the public 
interest to answer------

T h e  H o n o u b a ble  th e  PRESIDENT : You wanted Mr. Dow to let the 
enemy know what was our strength in the matter of munitions.

T h e  H o n o u r a ble  P a n d it  HIRDAY NATH KUNZRU: I shall not 
criticise Mr. Dow, but I will place before him and before you, Sir, if you will 
permit me to do so, certain facts showing the attitude of His Majesty’s Govern­
ment and the Dominion Governments in kindred matters. Sir Samuel Hoare 
made a speech reviewing the war situation in the House of Commons some time 
in February last and according to the reports received in this country----- -

T h e  H o n o u r a ble  th e  PRESIDENT : You have said all that before;
I quite know. ,

T h e  H o n o u r a ble  P a n d it  HIRDAY NATH KUNZRU: I have never 
said this before; I have never given any illustrations.

T h e  H on o u r a ble  t h e  PRESIDENT: You have spoken about this 
matter before. I fully realise. You forget that India is a peculiar country 
and it is not like England or the Dominions.

T h e  H on o u r a ble  P a n d it  HIRDAY NATH KUNZRU : Don’t I know 
it ? Every Indian knows it to his cost. India is a very peculiar country. 
No principle which is applicable to a free self-governing oountry is applicable 
to India. -

T h e  H o n o u rable  th e  PRESIDENT: That is your way of thinking.
T h e  H on o u r a ble  P a n d it  HIRDAY NATH KUNZRU: Sir Samuel 

Hoare in the speech to which I have referred said that the number of ippn under 
arms had increased considerably since the war broke out. There were 
between 1,250,000 and 1,500,000 men under arms. H e further said that 
there was alsft a citizen army of between 1,500,000 and 1,750,000 men and
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women engaged in A. R. P. work. In regard to munitions he said that the 
numbar of ordnance factories known as agency factories which were built or 
were building was 32. In addition 301 factory extensions to accommodate 
new plants had been added at public oost and so on. Mr. Horo-Belisha, 
Saoretary ef State for War till recently, informed the House of Commons that 
a/Hout 7,000 man serving in the ranks had been recommended for training as 
officers since the outbreak of war. He further informed the House that 2,000 
men had been promoted to officers since the passing of the Military Training 
Act. This information was published in the Delhi papers of the 2nd November. 
Now, let us consider the practice in the Dominions. I have been able to get 
information only with regard to the training of pilots.

T h e  H o n o u r a ble  t h e  PRESIDENT : Do you contend that India must 
necessarily follow the Dominions or any other country ? It has its peculiar 
difficulties and in military matters India must adopt a policy according to the 
advice of her military expert offioers.

T he H o n o u r a ble  P a n d it  HIRDAY NATH KUNZRU : Until con­
vincing reasons to the contrary are given, I am bound to hold that India 
should not be treated differently in respeot of this matter from England or the 
Dominions. Besides, I contend, Sir, that what is relevant in this connection 
is not the special position of India but the advantage that the enemy might 
derive by the publication of any information that is given by Government. 
Is England distant from the scene of war and India near it that the Government 
of India should be more nervous with regard to the giving of information than 
the British Government themselves ?

T h e  H o n o u r a ble  t h e  PRESIDENT : When you are the Commander- 
in-Chief of India you will be able to understand that.

T h e  H o n o u r a ble  P a n d it  HIRDAY NATH KUNZRU : When we are 
in charge of affairs here, 1 have no doubt that our policy will be the same as 
that of Ministers in all self-governing countries. It would be impossible for 
us to follow the policy of secretiveness which has found favour in every matter 
with the Government of India.

Sir, I was referring to the information given by the Dominions with regard 
to the training of pilots. I refer to this matter because both Australia and 
New Zealand are going to have a large number of pilots trained. Now, a 
massage dated London, the 1st March, sent by Reuter stated on the authority 
of Mr. Menzies, Prime Minister of Australia, that the number of Australian 
pilots trained for the Empire training scheme was to be increased by 4,000 
to 14,300. The statement added that the total strength of the air forces 
would eventually be 58,000. As regards New Zealand Reuter’s message dated 
the 2nd March stated that over 4,000 young men had registered for training 
as air pilots and that more than double that number had applied for enlistment.

T h e  H o n o u r a ble  t h e  PRESIDENT : How long do you still propose 
to take ?

T h e  H on o u r a ble  P and jt  HIRDAY NATH KUNZRU : I want to end 
in half a minute.

Sir, The illustrations that I have given show the contrast j>etween the 
policies followed in England and the self-governing Dominions and the policy
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followed in India in respect of supplying information and winning the confi­
dence of the people. Englishmen ask us for our oo-operation day after day. 
I ask them as fair-minded men to go over the ground onoe more, to take thew 
facts to heart and as lovers of truth and freedom in their own oountry to 
understand our feelings and to follow a policy which would enable us*to co­
operate with them on a footing of equality and to take pride in their achieve­
ments as if they were our own.

The Council then adjourned for Lunch till Half Past Two of the Clock.

The Council re-assembled after Lunch at Half Past Two of the Clock, the 
Honourable the President in the Chair.

T h e  H o n o u b a ble  th e  PRESIDENT : The debate will now resume on 
the Finance Bill. I want to know if any other Honourable Member desires to 
speak ?

(No Honourable Member rose to speak.)

T h e  H o n o u r a ble  M r . A. d eC. WILLIAMS (Nominated Official) : Sir, 
when, as I pointed out earlier today------

T h e  H o n o u r a b le  th e  PRESIDENT : I  am very sorry to notice that 
both the Honourable Mr. Kunzru and the Honourable Mr. Sapru are absent 
now. But you can say what you desire to say.

T h e  H o n o u r a ble  M r . A. d e C. WILLIAMS : When, as I say, I was 
appointed by the Governor General to represent the Defenoe Department 
in the absence of His Excellency the Defence Member, I did not realise that 
part of my duties would consist in repelling personal attacks upon His Excel­
lency in his absenoe. I say personal attacks, because the fact that His Excel­
lency has been nominated a Member of this Council depends in the main on the 
provision in the Constitution Act that every Member of the Governor General's 
Executive Council shall be nominated a Member of one or the other Chamber 
o f the Legislature. It was open to Honourable Members opposite to criticise 
that provision in the Constitution. I have never known Honourable Members 
opposite show any reluctance to criticise the Constitution. But they have 
not done that. They have seen fit to make what I can only characterise as 
a personal attack upon His Excellency.

T he  H o n ou rable  P a n d it  HIRDAY NATH KUNZRU : May I correct 
the Honourabe Member ? We have referred to the Constitution repeatedly 
here. But as he is frequently absent from the House he does not know it.

T he H on o u r a ble  M r . A. deC. WILLIAMS : Honourable Members have 
referred to the fact that they have been reminded—and they stigmatise the 
reminders as unnecessary—that we are in the middle of a war. His Excellency 
is a soldier and I think Honourable Members opposite would admit that he is 
the best judge of what a soldier’s duties are. The fact that Honourable 
Members have described my own appointment as unsuitable, I welcome—for 
this reason. It is, I think, generally admitted that the orders of the Governor 
General are beyond question in this House. It follows, therefore, that I am 
personally unsuitable. (Honourable Members ' “  No, no ” .) I am therefore 
relieved of the unpleasant duty of justifying my existence because I realise 
that anything that I may say will fail to convince Honourable * Members 
opposite. # ^
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T h e  H on o u r a ble  P a n d It  HIRDAY NATH KUNZRU : On a point of 
personal explanation, Sir. Whatever the impression created on the Honour­
able Member’s mind in this respect, let me assure him that it was not at all our 
intention to reflect on his personal capacity for discharging any duty that 
might 1>e entrusted to him. There was nothing personal whatsoever in our 
objections. 1 hope the Honourable Member will accept this assurance and 
not question its sincerity.

T h e  H o n o u r a b l e  Mr . A. d e C. WILLIAMS : I am very gratefu l to the 
Honourable Member—sincerely grateful. But, to revert to the absence of His 
Excellency from this Chamber during the debate yesterday and today, I 
think it is fair to say that the vast majority of the points raised by Honourable 
Members, as they themselves have said, have been repeatedly debated in this 
Council and I should say that every one of them haB, at some time or another, 
been answered in person by His Excellency.

I will now pass on—I must again repeat my apologies for not having been 
present at the discussions yesterday,—I will now pass on to such points as were 
raised in my hearing today by the Honourable Pandit Kunzru. )

The first point which he took was the failure appreciably to enlarge the 
Indian Air Force. Well, Sir, thanks to the provision of new machines for the 
Royal Air Force, we have been enabled to do considerably more already than 
we expected, machines having become available. I have already indicated 
in answer to a question what is being done by way of training and so on. One 
squadron of the Indian Air Force has already been formed. The Defence 
Secretary has announced in another place that a firm decision has been taken to 
foim a second squadron ; and I can now announce that it is confidently hoped 
that that can be done at an early date. If I am asked why we did not do more, 
the answer, which is the answer to so many questions, is largely that of expense. 
We must, after all, remember that, as regards war expenditure, we have got, 
I should say, an extremely satisfactory deal with His Majesty’s Government. 
We pay so much and they pay the rest. Clearly it behoves us to adjust our 
expenditure to the strict necessities of the war. 1 can see the political advan­
tages, the desirability perhaps, of a greater Indianization of the Air Force, but 
it is not so easy to make out a case for its absolute necessity vis-a-vis the strict 
requirements of the war.

Then, my Honourable friend adverted to the question of the Indianization 
of the Army, and the position of Indian King’s Commissioned officers who on 
joining up become platoon commanders instead of company officers. He 
cast some scorn on the argument that the Indianized units must conform to 
the organisation of British units and mentioned the fact that under the latest 
reorganisation of the British forces, a certain number of platoons will be com­
manded by warrant officers. I am afraid, Sir, I have not been able to verify 
that. I will assume that the Honourable Member is correct in that. Even so, 
it has never been argued that the Indianized units must fully and rigidly con­
form to the British pattern. The fact remains-----

T h e  H o n o u r a ble  M r . P. N. SAPRU : That was Sir Philip Chetwode’s 
argument when I moved the Resolution on the Viceroy’s Commission here

T h e  H o n o u r a ble  M r . A. d e C. WILLIAMS : T he fact remains that 
in the Indianized units the King’s Commissioned Indian Officer, once he has 
joined that unit, stands as good a chapoe of promotion to company commander
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as a British King’s Commissioned Officer in a non*Indianized Indian unit, and 
if the Honourable Member will consult the Indian Army List—I do not know 
how many company commanders he would find—but he will find that in at 
least two units which I looked up today every officer up to the point o f a 
oompany commander is an Indian, and it follows thiat in a very short time one 
of thoss offioers is likely to beoome a company commander.

I now come to the Honourable Member’s charge that information is con­
sistently withheld on defence matters when Honourable Members make inter­
pellations. The particular instance which he quoted when I stated that it 
was not in the public interest to give oertain figures of British and Indian 
Temporary Emergency Commission Offioers is susceptible of explanation. 
I think 1 told the Honourable Member at the time that I feared he must expeot 
similar answers whenever he asks for exact figures ; but he will recollect that 

that oocasion I said 1 would do my best to meet him by giving him pro* 
portionate figures if they would be any use to him—the proportion of European 
offioers to Indian officers. I was not prepared to give the total—the exact 
figures. Further, one reason why it was a matter of some difficulty to give 
him the proportionate figures straightaway was that the form of his question 
rather fogged the issue. He had asked for figures of temporary Commissioned 
Officers. Indian Officers who are at the moment reoeiving Commissions are not 
receiving temporary Commissions, although all wartime Commissions are 
normally speaking temporary, but are receiving permanent Commissions ; 
so that if I had given him the figures of temporary Commissions no Indian could 
have been shown at that moment. It would have given a very wrong impression 
of the true facts.

But as regards his general charge that information is withheld in this 
country and is freely given in Parliament and in the Dominions, I can only say 
that the instance he quoted of information given by Sir Samuel Hoare suggests 
to my mind—1 had no opportunity of studying the exact ciroumstances in 
which that information was given, but 1 certainly myself gained the impression 
—that it was given rather by way of propaganda than in answer to a detailed 
inquiry. It is of course open to any Government to give any information it 
wishes to give—if it volunteers i t ; and no doubt I have heard many criticisms 
of the backwardness of the Government of India in pursuing propaganda. 
But I think that both in the Dominions and in the United Kingdom informa­
tion would not always be forthcoming as the result of interpellations or cross­
examination. I am confident that a Member of Parliament would not experi­
ence the same aggrieved surprise as my Honourable friend if in answer to a 
question of a detailed character he was told that to give a reply was not in the 
public interest. I hope, Sir, that I have been able to do something to mollify 
my Honourable friend Pandit Hirday Nath Kunzru.

I can only again repeat that I am unfortunately not in a position to 
answer any observations which may have been made in the course of the 
debate yesterday.

T h e  H on o u r a ble  D iw a n  B a h a d u r  Sir  RAMASWAMI MUDALIAR 
(Commerce Member) : Mr. President, I have been during the last few days
the recipient of most agreeable congratulations on the work that I have done as 
Commerce Member during the last few months, not only in this House but also 
in another place, not only in the Legislature but in quarters outside the Legis­
lature which are not generally sympathetic towards the work of the Commerce 
Member. Sir, I should be sailing under false colours if I were to, take these 
congratulations and encomiums myself. I have been connected with the 
Commerce J)epartmeiit only for a few months. I came as an outsider little
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knowing the intricacies of tariff and of trade and less connected than anybody 
in the Government has so far been with the commerce of this country. To 
expect that I Bhould have been able to give a new orientation to this Depart­
ment or to put forward proposals out of my own head which have reoeived Bome 
measure of support and which have evoked some amount of satisfaction to 
members connected with oommeroe and industry is to expect well nigh the 
impossible. The secret of it let me disclose. It is the devoted and the loyal 
work of the Secretary of the Commeroe Department and those officers and staff 
who have been associated with him that is entirely responsible for any little 
change that the Commerce Department has been able to effect during the last 
few months. I should like to take this opportunity to publicly testify to the 
devoted and the loyal work that has been rendered by the Commeroe Secretary 
my Honourable friend Sir Alan Lloyd, and his staff in assisting me in the work 
o f that Department. (Applause.) The measures to which reference  ̂has been 
made, the setting up of the Board of Scientific and Industrial Research or other 
schemes that have been afoot in the Commeroe Department have not come 
out full fledged from my brain. They were only very meagre and very skeleton 
ideas which their knowledge, their robust enthusiasm, their skilled experience 
of the working of thase matters, have put into shape and they have been pre­
sented by me to the public at large. Well, I have been lucky enough to collect 
all these bouquets from both these Houses ; I wish to pass them on to quarters 
which really deserve them and which must appropriately take them. Sir, 
I must make another acknowledgment. I do not know what the experience o f 
past Commerce Members has been, but mine has been most fortunate during 
the past few months. There has not been an occasion when I have had any 
differences with the most important of my colleagues so far as I am concerned, 
the Honourable the Finance Member. Not only has his assistance been forth­
coming, but what is more valuable his advice has been always at my disposal 
and that advice, I can assure you, has been of the most invaluable character. 
That close collaboration between the Commerce and the Finance Departments 
has been responsible for any measures that we may have been able to adumbrate 
during the past few months.

Let me turn at once to the remarks that have been made in the course o f 
this debate. I shall take my Honourable friend Mr. Richardson’s speech first. 
I had been led to expect from an earlier speech of his that it would be full o f 
commonsense and full of wit. May I say that the second experience has not 
in any way tried to dispel that impression. In fact it has added to the pleasure 
that I have had in hearing Mr. Richardson. It is welcome on a most important 
aspect of the question, the question of protected industries and of internal 
competition. My Honourable friend Sir Ramunni Menon has, with a skill and 
directness which is not usually associated with members of the Educational 
Department, canvassed the position that Mr. Richardson has formulated and 
has addressed arguments in much more felicitious language than I can oom- 
mand, arguments which certainly are of a most impressive character. As my 
learned friend was not here this morning to listen to his speech, I venture to 
repeat some of these arguments. Sir, it is a fact that in the case of some of the 
protected industries there is serious over-competition and perhaps there is a 
danger of over-production also. In the first place, if one were to look to the 
oauses of this over-production, one aspect of it may naturally strike one— 
whether it is not because the protective wall is much higher than is desirable so 
that new concerns have come in in larger numbers than was desirable and 
have added to the productive capacity to a greater extent than was contem­
plated. But I do not stress the importance of that aspect of it because we
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are all aware that, in this country, there is a tendency for imitation as much 
on the part of entrepreneurs as of industrialists, and where they find an 
industry developing with success, the temptation is very great for a number 
o f people, without taking into account the capacity required or the produc­
tion that ought to be there, to come in tumbling over each other, starting 
these industries and so ruining themselves ultimately. This is a phase of 
industrial activity which is not confined to protected industries but applies to 
non-protected industries as well. But since the issue has been raised of 
protected industries, let me confine myself to that.

My Honourable friend will remember that in the Fiscal Commission’s 
Report it was specifically pointed out that one of the ways in which the danger 
o f  high prices may be got over would be by such internal competition as by 
itself would bring down or reduce the prices. The Fiscal Commission visualised 
that when the protective wall was fairly high, industrialists would be attracted 
to starting that very industry and by the number of industrial concerns that 
will be started in that particular protected industry internal competition will 
come to the relief of the consumer and the burden will therefore be to some 
extent lessened. Now, that is an aspect which cannot be ignored but I agree 
again, as I said, that in some protected industries there is a danger not merely 
o f that fierce internal competition'which reduces prices to a normal and reason­
able level but of that over-production which will at the same time bring disaster 
to many concerns. There again, as my friend Sir Ramunni Menon has pointed 
out, there are various other points to be taken into consideration. It may be 
that an industry started ten years ago when protection was first granted had not 
pursued those rational methods which later times have made it possible for new 
entrants in the industry to pursue. Its machinery may be of the old type. 
Its method of production may be of the old type. I know, Sir, there are indus­
trialists in some other countries who pride themselves on the fact that the older 
the machinery the better their concerns are. I am aware of members of the 
British industries in such advanced places as Manchester who in the textile 
industry for instance, pride themselves on the fact that their particular machi­
nery has been working since 1897 and is still going strong, not realising that the 
productive capacity of that particular mill or machinery may be very low 
compared with more modern industrial plants in Japan or elsewhere. Well, 
this is ail aspect of internal competition which nobody can avoid except the 
industrialists concerned.

There is again the aspect that the location of th© industry in the first 
instance may have been unhappy and that location in a more favourable quar­
ter may well result in better and cheaper production, which cannot be said to 
be unfair competition with the older industry but which must be faced by the 
older industry. Verv often industrialists have shifted their scene of operation 
from place to place just to meet that kind of competition. So to make the 
statement that internal competition has now taken the place of external compe­
tition and that the industrialists may be ruined on account of it and that 
protection may be extended to internal competition is a statement in an extreme 
form which must be examined with very much greater care and attention than 
the House has bestowed on it.

Now, Sir, let me turn to the sugar industry in particular, because all the 
arguments of my Honourable friends were hung round about the sugar indus­
try. Now, the sugar industry is in a very peculiar position. I am aware of 
some of these difficulties and I hope in the course of my remarks to point out 
exactly what kind erf difficulties the sugar industry is really faced with so that 
we may get over these difficulties. It is not due to the fact that my Honourable 
friend theTpfeianoe JJIember is levying excise duty from time to time that the
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sugar industry is handicapped. The policy of levying an excise duty on ^pro­
tected industry was accepted and laid down by the Fiscal Commission. They 
pointed out that as an alternative to the customs revenue which is often lost 
when protection is granted, the State may have recourse to the levy of an excise 
duty and so recoup the loss when the industry has fairly found its feet, thanks 
to the policy of protection. The grievance is not in the levy of an excise duty 
but the grievance or the difficulty is elsewhere. Let me turn at once to what 
that difficulty is. When the second Tariff Board on Sugar was constituted, 
when it examined the industry and when it laid down the conditions of protec­
tion, my Honourable friend will find that the Board suggested that the fair price 
that may be offered to the sugarcane producer who delivered his sugarcane to 
the mill was 5 annas 6 pies per maund. That w as l^ofore my Honourable friend 
thought of levying the excise duty. I believe on the 15th of February, the 
price that the sugarcane grower could demand from the mills was 10 annas, 
with a cess duty of 6 pies collected by Government. So that the price o f 
sugarcane was 10 anna&6 pies delivered at the mills and the mills had to manu­
facture sugar at that price. (An Honourable Member : “  Wasn’t that entirely 
due to the depreciation in the price ? ” ) I am coming to that. That is exactly
my point. I was not blaming the agriculturists for demanding that price.
I was merely pointing out that that was the minimum price that the mills had 
to pay. (An Honourable Member: “  Which provinces used to pay 10 annas 
6 pies ? ” ) The United Provinces and Bihar. Those two Governments had 
laid down that that was the price. Let me take the Honourable Member back 
to some history so that this question may be appreciated better. Some time 
back, the Ministries of these two Provinces having consulted each other laid 
down a formula by which the price of sugarcane which should be paid by the 
mill to the sugarcane cultivator was related to the price of sugar. 1 believe it 
was my Honourable friend Pandit Kun/.ru who pointed out the vicious spiral 
that was set going by that arrangement. As the price of sugar increased, 
the price of sugarcane went up. As the mills had to pay a higher 
price for the sugarcane, the price of sugar was further increased. And so the 
spiral went up and the Government fixed this price of sugarcane every fortnight. 
Now, Sir. I remember when I was in another capacity in the other House at the 
time when the sugar industry got the protection recommended by the Tariff 
Board, simultaneously another measure was passed by the House in the in* 
terests of the agriculturists. That was the measure which onabled Provincial 

3j>m Governments to fix a minimum price for sugarcane.
‘M’ Mark my words, Mr. President—a minimum price for

sugarcane. It was hoped at that time on the report of the Tariff Board that 
the minimum price would be 4 annas 6 pies. As I said, a later Tariff Board 
report suggested that the price of sugarcane should bo 5 annas 0 pics. What 
the Governments have done is not to fix a minimum price so that the agricul­
turist may not be exploited by the all-powerful industrialist, the sugar manu­
facturer, but to fix what in effect is both a maximum and a minimum price. 
They cannot pay less than 10 annas to the sugarcane cultivator or less than 
9 annas 3 pies at the next stage and so on. It may look prima facie that it is 
all in the interests of the agriculturist, that the more money he receives the 
better it would be for him. But, apart from the question of killing the goose 
that lays golden eggs, there is another aspect of the question which has to be 
borne in mind. I am credibly informed that the industrialist having to pay 
this higher price has taken upon himself the farming of sugarcane cultivation 
farms and Working it on a proprietary basis so that no question of the amount 
he pays to the sugarcane cultivator arises, and that movement iy spreading 
both in the United Provinces and in Bihar. If you take th^t factor with another
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factor which is of no less importance, namely, that the amount of 
sugarcane which is consumed even in the United Provinoes and Bihar by the 
mills compared to the total production in those provinces is not more than one* 
fifth of the whole production, and the rest, four-fifths, has to be disposed of 
anyhow by the agriculturist at prices which nobody can control and neither 
your minimum nor your maximum is applicable in such cases you have a much 
truer picture of what the agriculturist stands to gain or loose by this arrange­
ment. It is not all gain to the agriculturist and therefore the whole problem 
seems to me to review this arrangement which has been come to by these two 
Governments by relating the price of sugar to the price of sugarcane every 
fortnight and seeing whether that is a fair one either to the industry or even to 
the agriculturist. Let me add one final observation. After all, sugar is 
produced not in one province, not even in these two provinces, though the bulk • 
o f the production is there, but in many other provinces in the oountry. In 
Madras, for instance, in the Punjab------

T he H onourable  Mr . SHANTIDAS ASKURAN : “  Bombay ” .
T he H onourable D ew an  B ah adu r  Sir  RAMASWAMI MUDALIAR,

------ in some of the Indian States and I would not have forgotten Bombay
even if my friend had not reminded me of it,—in Bombay also. Un- co­
ordinated actiou in the fixing of the price of sugarcane, a high level of price 
in one or two provinces, with unregulated prices—and, if regulated, 
at a regulated price much below that which has been fixed in these 
two provinces—is an obvious danger as much to the sugarcane cultivator as 
to the producer of sugar, which neither of these two Governments can afford 
to ignore. The3e are factors which have to bo brought home to the industry, to 
those who represent and speak in the name of the agriculturist and last, though 
not least, to the Governments concerned. My Honourable friend thought 
that some kind of licensing of starting of new concerns of this nature may be 
helpful. That loads me to constitutional conundrums of a very deep 
character indeed, and I am sure my Honourable friend will realise that apart 
from the constitutional conundrums which he can gather from looking at the 
Schedules to the Government of India Act, there are other difficulties which 
I may point out, difficulties which perhaps may make him loss venturesome in 
putting forward such suggestions in future. The question of licensing of these 
new concerns is an aspect of socialisation—if I might use that word in an 
inoffensive manner—which cannot be ignored. If once that policy starts, 
nobody knows whore it will stop, and I do not foel that at the moment, with the 
materials at my disposal, I can,give a bend in that direction at all, especially 
as I do not know the dangerous possibilities to whioh it may lead either this 
Central Government or any other Government. That remedy, therefore, for 
the moment I have put aside. In the very interesting speech that my Honour­
able friend Pandit Kunzru made there was a suggestion which I believe may be 
more helpful. Ho used that phraso which has served on a number of occasions 
any Commerce Member. He said that the good offices of the Commerce Mem­
ber should be utilised to soo whether some sort of co-ordination can be 
brought about between the activities of the various Provincial Governments 
and whether the industry cannot be helped and the agriculturist cannot be 
helped through those good offices. Sir, I am perfectly willing that the Com­
merce Depa/rtment of the Government of India should use its good offices, and 
if there is any response either from the industry, and more important still, 
from the Local Governments concerned, for there/ire not merely two but more 
than two Governments concerned in this matter, I shall be very happy to use 
my good offices to see that the sugar industry in particular faces the difficulties 
that have *ri^pn in a more equanimcus maimer. (Applause.) I hope some
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time in the course of the month of May or early in June I shall have the oppor­
tunity of using those good offices.

Let me dispose of a minor point which my Honourable friend Mr. Hossain 
Imam has raised, the question of petrol and of petrol prices. I believe I had 
occasion to make a reference to this matter in this House but my memory is 
not quite strong and I have not had the time to verify the fact. But the 
position is very simple. I intervened in the course of his speech and said that 
though the Government may not control the price of kerosene and of petrol, 
they have tak&i good care to see that the prices now ruling are according to 
their wishes in the matter. At any rate, they have had a voice in the fixing 
of those prices by the companies concerned. My Honourable friend thought 
that the prices have gone up very high indeed, and I am not surprised he should 
have thought so, because to those who are not initiated into the mysteries of 
the kerosene and petrol trade, that would be the natural inference. Let 
me tell you the exact reasons why the prioes have gone up at the present time. 
Soon after the war broke out it became incumbent on the Commerce Depart-, 
ment to examine the position of kerosene and of petrol. My Honourable friend 
may rememlber that India—a-nd I am now speaking of the India of the Govern­
ment of India Act, 1935—is a producer of a very small quantity of petrol, and 
that Burma is the producer of kerosene and of petrol in large quantities. But 
the position is not merely that. When we examined the figures of our imports 
we found—and now I confine myself purely to petrol but the same arguments 
will apply to kerosene if any Honourable Member desires to know the position 
with reference to kerosene—we found that contrary to my friend’s expectations 
or belief, about 70 per oent. of the petrol consumed in this country came either 
from Burma or was produced in the two oil fields here, and that 30 per cent, 
had to be imported from other foreign countries. Now, my Honourable friend 
is also aware that the rupee has depreciated with reference to the dollar and the 
foreign countries from which this additional petrol had to be brought in were 
countries which were linked with the dollar. The result of that was that the 
price of petrol in those foreign countries, not due to any excess in coBt of pro* 
duction but merely owing to the exchange factor, had gone up. The question 
that faced the Commerce Department was this. We could have had perhaps 
the Burma part of the petrol and kerosene at the old prices because Burma and 
India are on the same rupee basis. But we could not get, if we control the 
price at that rate, this 30 per cent, imported article from outside which had 
gone up because the rupee had depreciated with reference to the dollar. There 
were two alternatives facing the Commerce Department. One was to suggest 
that we need not have the 30 per cent, imported article, to fix the price of the 
Burma petrol at the old price and to continue the supplies on that basis. 
My Honourable friend has already referred to the large quantities of 
aviation spirit that are required by the Military Department and by the 
Supply Department. During the course of the debate for the last two days I 
have heard much concern expressed at the position of the bus owners 
owing to the fact that 2 annas excise duty has been put on. What would 
have been their position if 30 per cent, of the supply for this country had 
been cut off and the country had been rationed on the balance of 70 per cent, o f  
its normal requirements ? I know that there are countries where it is not the 
price factor that is the main consideration but the question is whether any petrol 
could be had at all, and there are servioes that have gone put of use in the 
United Kingdom, for instance, because neither for love nor for money can you 
have this most precious of all articles required for war purposes, namely, petrol. 
Is it not better even by allowing the proper exchange for the dollar that we 
should get this additional petrol and keep our bus trade going *bhan that we
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should put a lid on the price, thereby foroing those companies to go to other 
markets which are much more attractive and which would welcome them and 
have their supplies discharged there ? But the position was not merely that. 
We did not merely allow the imported petrol from foreign countries to charge 
their full price on the dollar exchange. Thanks to an arrangement which the 
Burma Oil Company was agreeable to, we pooled the cost of the,30 per cent, 
from foreign countries at their price and the 70 per cent, of the petrol at the 
normal price and took the average for the whole, and that is the price that has 
been agreed to and is ruling from the 1st of January. The understanding is 
that that arrangement will continue for six months, that the Government will 
review the position at the end of every six months, that auditors will examine 
the position of the imported quantity and the indigenous quantity, if I may use 
that term to connote both Burma and Indian supplies, and that on the basis of 
that the Commerce Department will come to an arrangement again with the
oil interests concerned in the matter of fixation of prices. I venture to state 
that after that explanation the Government of India may be safely absolved 
from the charge of having had no regard to the price factor and the charge that 
they have allowed these oil companies to exploit the situation,

T he  H onourable Mr . HOSSAIN IMAM : May I know what was the 
basic price fixed at the port of entry ?

T he H onourable D iw a n  Bahadur  Sir  RAMASWAMI MUDALIAR: 
I have not got the figures, but the formula was that a basic price was fixed at 
the port at which the oil was imported, and I can assure my Honourable friend 
that figures are being sent to the Government of India and the Commerce 
Department which show that whatever price at which it is sold at other places 
it merely means an addition of the transport charges, the normal charges which 
have been applied even before the war for such cost of transportation and other 
factors.

My Honourable friend, if he will pardon me I will pronounoe his name as it 
ought to be pronounced and not as it was at a famous dinner party in England, 
the Maharajadhiraja of Darbhanga, made a very interesting suggestion with 
reference to our export policy. He suggested that there might be an export 
drive. I have heard also complaints at the reoent meeting of the Federation of 
Chambers of Commeroe about cur export policy and I have received numerous 
telegrams from various grain merchants* associations and other organisations 
connected with the export trade that the arrangements that we have made are 
giving room for oomplaint. I wish to take this opportunity, if the House will 
permit me, of explaining the position, because I feel that a great deal of mis­
understanding has been created by the apparent secrecy of our aims and of our 
policies in this matter. Sir, more than one Honourable Member has stated 
that this war is being fought with grave issues for everybody concerned- I wish 
to make my position as an Indian and as a citizen of this country perfectly 
clear with respect to that war. There have been hopes held out that at the end 
of the war my country and my countrymen will attain a status and a position 
of which they will not be found unworthy on the one hand and of which they 
need not be ashamed on the other. Declarations by His Excellency the 
Viceroy, the Secretary of State and others have been referred to. My mind is 
perfectly clear on one point, Sir. Whatever may be the result at the end of the 
war as a consequence of allied victory with reference to the status and position 
of this oountry, whether our hopes come true or whether they turn to ashes, 
whether the quantum of that hope is what most of us expect it to be or whether 
it is reduced in quantity, there is one fact of*which I am perfectly dear, and all 
my actions as a responsible Member in charge of the Commence Department 
have been motivated by that fact and by that consideration. It may be that 
we shall gain as f  result of the success of the Allies in thiB war. On that I shall
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not dilate. But I am oertain that if the Allies lose we lose all. There can be no 
question of that, and every Member of this House of Elders at any rate, I am 
sure, realises that loss to the Allies in this war means an uttar annihilation of all 
our hopes, whatsoever those hopes may be and howsoever high or low they may 
be pitohed. Sir, I give that merely as a background of the motives that have 
prompted me and the Department with which I am concerned in taking certain 
steps. Let me refer to this most difficult of questions, the question of export of 
some of our commodities. It has been freely stated in oertain sections of the 
press that the whole policy of the Government has been to so restrict their 
exports that they can buy in the cheapest market and make a present of it to 
His Majesty’s Government or to the Allies. I wish categorically to deny that 
statement, and I wish to deny that statement on the basis of facts which I shall 
presently put forward for the consideration of this House. Now, Sir, what is 
the exact effect of the war on the question of our export market ? We start 
with the position that directly the war broke out we lost the export market so 
far as enemy countries were concerned. It is a mathematical problem which is 
not difficult of solution that if a certain quantity of raw materials was exported 
to various countries and if a portion of that quantity is suddenly restricted and 
could not be exported (because there is no question that you could possibly 
think of exporting these materials to enemy countries, whatever the gain may 
be or whatever the loss may be) the price must come down on those raw 
materials unless an alternative market is to be found, and it is not easy to speak 
of alternative markets in war conditions. But that is not the whole story. 
Honourable Members would have noticed particularly during the last few days 
the reinforoed polioy of His Majesty *s Government with reference to the econo­
mic blockade which has to be carried on to prevent Germany from getting those 
necessary materials which will prolong the war, prolong human agony and per­
haps even make the ultimate issue rather more uncertain than it is at present. 
It is a polioy with which this country, I venture to state, must,necessarily for 
the considerations that I have already put forward associate itself. In actual 
practice it means that not only should we prohibit our exports to enemy coun­
tries, but we should also prohibit some of those exports to neutral countries 
which are in a position to pass on those exports to enemy countries, a further 
restriction on our exports. Is it any wonder that the prices should fall under 
these circumstances ? If we are to prevent our exports going to enemy coun­
tries, and I trust there is no one in this House who will demur to that,—if we 
are to prevent our exports to neutral countries going to enemy countries, 
if we are to restrict the quantum of exports to neutrals so that no surplus oan 
get passed on by them to enemy countries, then it seems to me axiomatic that 
the quantum of exports having been materially reduoed and the surplus on our 
hands having been materially increased, the prioe must be disadvantageous to 
the agriculturist. These are facts which have to be taken into account, how­
ever much we may regret them.

My Honourable Mend Mr. Sapru made a very true statement in the course 
of a very eloquent speech yesterday. He said that even if India was not involv­
ed in the war, she would have to face the problems. This is one of the problems 
that have to be faced. Whether India is involved in the war, as she is at pre­
sent, or whether she is not, she has to faoe these problems. Supposing, for a 
moment, that India as a oountry was neutral. Does any Member suggest 
that these problems would be absent ? To add to the other problems, there 
would have been the problem of contraband control, of the searohing of ships, 
of getting shipping certificates, and of other possibilities, whioh neutral coun­
tries are today experiencing. Thanks to the fact that we are all in ttys Com­
monwealth, we have got over these difficulties and when a(shippef puts his
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goods on board his ship, subject of course to any unforeseen contingency like 
the provocative action of the enemy, he is certain that his goods will reach the 
other shore without any question of contraband control. A most powerful 
country like the United States of America has had to experience this difficulty, 
and you know very well, Sir, what trouble there has been. It is a war, a serious 
war, a life and death struggle which here in this country and sitting in the cool 
atmosphere of this House under your benign presence, we may not always 
realise, but it is there all the same and the issues are so profound that none of 
us can ignore them. I am venturing to dilate on this subject at some length 
because I want my countrymen to realise why we pursue certain policies and 
what justification there is for pursuing them.

Now, Sir, there is another aspect of this export policy which I should like 
to touch on. There is one contingency under which we may stop the export of 
goods not because they would reach enemy oountries either directly or 
indirectly. If for one of our own allies we require a particular commodity and 
there is not enough in the world or in the Commonwealth which that country 
can afford to buy or there are other circumstances which prevent the country 
from going into foreign markets and it does require it from its own markets, 
I think it is our duty then to provide the United Kingdom or the allies with 
that commodity. But I still couple it with this, that it is not our duty to 
exploit our own producers and force them to sell at a loss. That is not our 
policy. There we stand for a fair deal, very often perhaps tested by this test 
of prices with regard to world parity of similar goods from other countries. 
It will not be fair, and I am sure His Majesty’s Government does not expect, to 
buy goods from this country at a lower level of price than it would have had to 
pay if it had gone to other countries and purchased them. It was only the 
other day that we virtually prohibited the export of some oil seeds to all foreign 
countries because we were told that His Majesty’s Government required that 
commodity. Speculators entered the market and every morning I found a 
sheaf of telegrams on my table. I believe my Honourable friend the Commerce 
Secretary issued a press notice yesterday that there was no reason for that 
misunderstanding, that the reason why the export was stopped was because we 
wanted to conserve supplies, for the Allied Governments, of that particular 
commodity and we hope to have a fair price settled for this oommodity when it 
came to the question of its being sold.

Now, Sir, I trust that both in thiB House and outside this continuous suspi­
cion that we are doing something against the interests of our agriculturists 
and our countrymen for the sake of making anybody wealthy, that there was 
no serious policy behind these restrictions but that somehow or other the agricul­
turist, unheard and unrepresented, is being forced to accept prices much below 
world parity so as to give somebody else an advantage, this suspicion will be 
removed. I would like to go a ritep further. With reference to these export­
able goods, there have been complaints from time to time that individual 
shippers have not been given this right and that right, that time is being wasted, 
that when a ship is in dock freight space is difficult to get, and that unless we 
arrive at a quick decision freights will be lost. I have told the House that in 
many of these cases the possibility of these goods reaching the enemy is of prime 
importance. A consignee at the other end may have such a close connection 
with the enemy that with the most innocent intention he may have to pass on 
the goods to the enemy, and when an examination has to be made for the creden­
tials of the consignee, information is not always at the disposal of the secretary 
who attends 20, hours a day at his, office, and invoices have to b j held up. 
References may even have to be naadeand have been made in the past to the 
India Office find His Majesty’s Government regarding the credentials of a 
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particular consignee before the goods can be moved. It is very difficult for the 
contractor of these goods, the shipper who wants to send them out, to appre­
ciate all this. But I am prepared to go to this extent both with reference to 
the suggestion that has been made by the Maharajadhiraja and a similar sugges­
tion that was made by the members of the Chambers of Commerce at their 
meeting. I am prepared to consider tlie question whether it is 
not possible to form some sort of Export Advisory Board on which may 
be represented shippers and agricultural representatives and others who 
from time to time may bring to the notice of the Government the practical and 
actual difficulties that they are faced with. No question of policy can possibly 
be referred to that body. Questions of policy, as I have indicated, must remain 
with the Government of India. But with reference to actual detailed difficul­
ties which we sitting at Delhi and Simla may not properly appreciate and the 
interests concerned may wish to point out. I am prepared to consider the possi­
bility of constituting such an Export Advisory Board which I am certain will be 
of great assistance to the Department itself in solving some of these difficulties. 
Believe me, Sir, there is no intention on the part of any Member of the Govern­
ment to hamper trade and commerce, but trade and commerce in its turn must 
also realise the difficult times we are going through and the responsibilities that 
naturally attach to us. I must here take the opportunity of referring to one 
factor which is extremely pleasing. I note and I wish to testify to the fact 
that there is a change in the general attitude of the Federation of Indian 
Chambers of Commerce, as has been evinced in its proceedings at the last 
meeting. The Honourable the Finance Member has been congratulated on the 
sweet reasonableness that has characterised his attitude on various questions 
and I think we shall not merely be exchanging compliments if I for my part— 
and I may say my Honourable friend the Finance Member will agree with me— 
say that there is a distinct change in the attitude of the Federation and I hope 
that that change will continue. I do not say that in any patronising spirit, 
Sir. But I say that because, holding the portfolio of Commerce, I realise how 
essential it is that the Member in charge of the Department and his Secretariat 
and the industries and trades concerned should have the fullest trust and con­
fidence in each other and not be merely bandying compliments not entirely 
complimentary to each other. That atmosphere of suspicion must go and, on 
the other hand, we should both feel that we are in the same field, working for 
the same purpose and trying to achieve the same objective after all. (Applause.)

Sir, let me refer very shortly—I am afraid I have taken more time than I 
had intended—to the Board of Scientific and Industrial Research, which has 
been recently constituted. I wish to deprecate any idea that there may be in 
any quarter that this is something absolutely new and novel which the Govern­
ment of India have not so far contemplated. My Honourable friend has referred 
to the Industrial Research Bureau which has been carrying on similar work. 
He will also remember the Test House at Alipore which has been of the greatest 
use to all industries in standardising their products and in testing their products. 
The Government have by a number of institutions—the Metallurgical Institu­
tion and various other institutions—been trying to help research work with 
reference to trade and industry. In their own concern and within their own 
peculiar purview, the munitions industry which has been oarried on by the 
Government for several years, of which little is known even to those members 
who have interested themselves in the Defence Department, has had an elabo­
rate research carried on and I was one of the very few that was privileged about 
a decade ago to witness this research institution and to see the kind of work, 
that is being carried on. T am glad to see from the newspapers tfbat inspired
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and more or less authoritative articles have appeared reoently Stating the kind 
.and nature of the work that has been carried on in these various Governmental 
institutions. Honourable Members will not be surprised to learn of the amount 
o f accuracy that has been achieved in these factories where an error of ten- 
thousandth of an inch is detected and is avoided by such research work that 
has been undertaken.

Now, Sir, a reference has been made in the course of the remarks of some 
Honourable Member that he did not know what Dr. Gregory was doing in this 
matter. Some reference was made to some pamphlets which it was hoped 
would be issued, at the instance of my Honourable friend’s predecessor, Sir 

-James Grigg, and it was pointed out that those pamphlets had hot issued, but, 
as usual, we are trying to hide our light in a bushel. These pamphlets have 
not been circulated to Honourable Members of this House. My wonder is, 
not what Dr. Gregory is doing. My wonder is to find out what Dr. Gregory 
is not doing, with which Department he is not concerned, and with what 
investigation he is not associated, and it has been a perpetual wonder to me 
how Dr. Gregory’s agile mind can turn from one phase to another and be in.a 
position to have an output so speedy and so efficient as he is having with 
reference to various Departmental consultations that are taking place. Let 
no Member be under any misapprehension that Dr. Gregory is wasting his time. 
So far from that, he has had his time more than full, as I  can testify from my 
own personal knowlegde. He is the driving force of the Economic Resources 
Board. He is expected to be—not indeed a member, but expected to be pre­
sent at every meeting of this newl v constituted Board of Scientific and Indus­
trial Research.

Now, Sir,------
The H onourable Mr. HOSSAIN TMAM : Will the Honourable Member 

make these pamphlets available to us ?

The H onourable D ew an  Bahadur  Sir  RAMASWAMI MUDALIAR : 
I have already suggested to the Commerce Secretary that these pamphlets 
should be made available to Members of this House.

T he H onourable Pandit  HIRDAY NATH KUNZRU: What about 
the desire of the Finance Department for economy ? They have stopped the 
circulation of their own publications.

The  H onourable Sir ALAN LLOYD : They only cost 6 annas each,

T he H onourable D ew an  Bahadur  Sib  RAMASWAMY MUDALIAR : 
My Honourable friend the Finance Member will agree that it is most important 
to* have these pamphlets circulated to Honourable Members and to avoid the 
time that is spent in discussing about it (Laughter).

The H onourable Pandit  HIRDAY NATH KUNZRU: The Govern­
ment of India must have greatly changed their view point then.

T he H onoubable D ew an  B ahadur  Sir  RAMASWAMI MUDALIAR: 
With reference to this Board I wish to make the position perfectly clear. 
Applied scientific research has two main objects, the improvement of the exist­
ing and the introduction of new industrial methods or products/ Both ate 
accessary for the normal industrial growth of a country. The main problejn 
is to encourage and assist the movement for industrial research, without taking 
over fuhctftbi)s which are best carried out by the industry thtenwehreS. Before
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the result of any laboratory research can be applied in industrial processes, it is 
nearly always true to say thaA patient and skilled investigation is necessary on 
a large scale. The bulk of this work can only be done by men who are in the 
closest possible touch with actual industrial operations. So far as industry is 
concerned, therefore, a large portion of the work of Government Research 
Departments must necessarily be directed towards helping industry to help 
themselves. That is the reason why, Sir, on this Board industrialists, those 
who are active industrialists, those who have not been merely content to follow 
the footsteps of other successful industrialists but have had a certain amount 
of initiative and drive in them, some of such industrialists have been chosen. 
It is my hope that with the establishment of this Boord, the necessary help 
that can be given to the industry by way of research activities which have to 
be applied after all by the industry themselves will be forthcoming. Sir, I do 
not want to make any claims for the new institution that has just been started. 
I would rather have encomiums on that body or on the Commerce Department 
as a result of their work than to have encomiums in advance in expectation o f 
what may be done. I do not know how it will function. We shall do our honest 
best to see that the object with which it has been started is kept in view 
throughout the course of its work. My Honourable friend referred to the In­
dustrial Research Bureau and asked what position it will have with reference 
to this Board. Having just initiated this Board, it will be much too early for 
me to say how exactly the two can be co-ordinated, or whether the one can 
be brought under the other, whether the Alipore Test House can be separated 
and isolated, whether a national physical laboratory can be built, or the labo­
ratory at Alipore can be improved. These are all problems which must await 
solution, and we must, even in the Commerce Department, have breathing time 
before we can come to exact conclusions on these points. All that I can say is 
that we shall see that there is no overlapping of work or duplication of duties 
with reference to such research institutions.

Mr. President, I really must conclude as I know that there are other 
colleagues of mine who have got observations to make, I must thank you, Sir, 
personally for the very warm and affeotionate corner you have had in your 
heart for me. (Applause.)

T he  H onourahle S ir  JEREMY RAISMAN (Finance Member) : Sir, 
I feel that after the masterlv survey of the economic policy of the Government, 
which mv Honourable colleague has with his customary eloquence placed 
before the House, mv own few remarks must necessarily be somewhat of an 
anti-climax. But, before I pass on to what I have to say, I would like, in oase 
Honourable Members of this House have been misled by the exoessive modesty 
of my Honourable colleague on the subject of the part which he himself has 
played in formulating the economic policy of the Government in recent months
__I would like to state m.y conviotion that his own contribution to that policy
is, as I am sure it will always be, a most substantial one. It is only necessary 
for Members of this House to review in their own minds the considerations 
which my Honourable colleague has just put before them to realise how com­
plete a mastery he has of all the main issues involved. Nqw, Sir, in the cir­
cumstances of thiB year the debate on the Finance Bill was concerned even 
less than noimally with narrow financial and taxation issues. The Bill for the 
gjgt timevfor many years oaine before this House not in a certified form, and 
I should like to express here, as I did in another place, my gratification at this 
return to what 1' trust will be the more normal experience in future. In the
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second plaoe, the actual measures for raising the necessary revenue have found, 
I  am glad to say, a very large measure of acceptance, an almost universal 
acceptance amongst Honourable Members of this House and there is, there­
fore, very little for me to say in regard to the provisions of the Bill and the 
oriticisms made thereon. My Honourable colleague has oovered so completely 
the remarks which dealt with the wider field of economic policy that I could 
not myself presume to deal again with those points without repetition and 
without inviting, if I may say so, a comparison which would not be compli­
mentary to myself. I will merely touch therefore on a few points whioh were 
not comprised within my Honourable colleague’s reply.

I find that my Honourable friend Mr. Shantidas Askuran had asked not 
merely that the Standing Finance Committee should be supplemented by an 
Estimates Committee, but also apparently that a Retrenchment Committee 
should deal with expenditure. One of the facts which I trust has emerged 
from the speech just made by my Honourable colleague is the tremendous 
amount of additional work in the new field of activity on which the existing 
Government machine has had to embark. It seems to me that to repeat in an 
automatic way the catchwords of previous years shows an extraordinary lack 
o f  imagination. If the Honourable Member will pause to think for a moment 
of the breadth and multiplicity of the functions which Government has to take 
on itself in war time, he must realise that the problem is not how to dispense 
with the existing means of Government activity but how to secure more, and 
more suitable, instruments for carrying out those activities. If what the 
Honourable Member had in mind was merely a reduction in salaries, then I 
dealt on a previous occasion------

T he  H onourable Mr . SHANTIDAS ASKURAN : I have never touch* 
ed on that.

T he H onourable Sir  JEREMY'RAISMAN : It is obvious that even 
if there were any justice in adopting such a proposal at the present time it 
could only make a very small contribution to the problems of war finance. I 
can only say that this recurrent insistence on the appointment of this com­
mittee and that committee shows a failure to appreciate the mass of addi­
tional work wshicih is thrown on the existing machinery of Government. As 
regards my own Department, the existence of the Publio Accounts Committee 
and now the existence of the Standing Finance Committee will throw on my 
Department and on the officers of other Departments a considerable additional 
burden. 1 do not grudge the time that will have to be devoted to explaining 
and justifying our proposals to representatives of the Legislature; but 1 do 
at the same time ask Honourable Members to realise that that process oannot 
be extended indefinitely without causing a breakdown in the machinery of 
Government. -

T h e  H o n o u r a b l e  Mr. SHANTIDAS ASKJQRAIJ: Why don’t you 
utilise the same (Committee for this purpose ? There may be no separate 
committee ; the same committee can function. .

T h e  H o n o u r a b l e  Sir JEREMY RAISMAN : I could utilise the same 
committee but the offioers would have to be in waiting twice as long in order 
to explain the estimates as well as justify new proposals. That is what my 
Honourable friend does not realise. It is possible that members of the com­
mittee may 'have time to sit here for six weeks iftstead of three wefcfcs, but my 
point is that the officers of Government have not got time to be in attendance 
and to prejj&re the material for a six-week session of a committee instead of a 
(three-week sdbsion. • .
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I will not endeavour to traverse the objections whioh have been raised to 

the new taxation proposals ; they have generally been admitted to be inevit­
able, and 1 feel that Honourable Members do realise that objections of this kind 
oan be raised to any alternative tax, and probably objeotions of a severer kind. 
It is impossible to make an omelette without breaking some eggs. It is im­
possible for a Chancellor of the Exchequer to perform the miracle of raising 
additional revenue without taking it from someone. It is obvious that rf 
additional revenue is to accrue to the Central Government it must accrue from 
somebody. Therefore to say that road transport will suffer an additional 
burden, that the consumer of sugar will be also asked to contribute, is merely 
to repeat that a new tax has been imposed, an additional tax has been levied:

1 would only advert briefly to one point which mv Honourable friend also 
referred to and that I think was the amendment of the Niemeyer Order in 
Council and to express my surprise that certain classes and oertain bodies have 
in the same communication in which they protested against the additional 
taxation levied by the Central Government also protested against: the steps 
taken to amend the Niemeyer Order in Council.

T he  H onourable Mr . SHANTIDAS ASKURAN : Including Provinr 
oial Governments '

The H onourable Sir  JEREMY RAISMAN : I am not at the moment 
referring to Provincial Governments, because I understand that there its bound 
to be a feeling on their part that larger revenues might have accrued to them as 
a result of the unusual situation produced by the war if they had been allowed 
to accrue by the retention of the old formula. But I am strongly of opinion 
that it would have been a most anomalous position if the provinces had stood 
out as the greatest profiteers at this time and the Central Government had been 
forced to faoe a deficit twice as large in order that the provinces should find 
themselves the inheritors of revenue whioh they never contemplated. But 
what I was referring to at this moment was not so much the criticism of the 
change in the Niemeyer Order as that certain bodies, certain classes, mercantile 
olaeses who were objecting to new taxation for the Centre at the same time took 
the opportunity to represent that they felt sore over the amendment of the 
Niemeyer Order in Council.

Now, Sir, I come to the remarks of my Honourable friend Mi-. Hossain 
Imam, and I wish that he could sometimes, on the occasion of the annual 
Finanoe Bill, tune himself to a lower level and pitch his remarks in a less re­
condite and technical key so that humble intelligences like my own* might be 
able to follow him. Now, Sir, he alluded to several aspects of the working o f 
the Reserve Bank of India. I think I said once on a previous occasion that 
he has never hesitated to rush in where (Cries of “  angels ” ) fear to tread. I  
do not wish to underestimate or depreciate in any way the competence of my 
Honourable friend to comment on these matters. But I do feel that his whoje 
approach to the question of Reserve Bank profits is entirely wrong. I think 
I pointed out last year that in setting up a Central Bank and in allowing it to 
function in its own way in certain respects, we proved the integrity of our own; 
intentions and that it would be absurd for us to insist on securing from the 
new machinery the same profits a& had accrued in the past from the working 
of the C uiTency Departments Now, in  recent years it is obvious that the: 
Reserve Bank has had to build up reserves in order to fortify its position for 
the future,, so that even the profits which liave aoorued to the Reserve Banfc 
have not been available for distribution to the shareholder^ and to* Government*
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as they might have bean if the Reserve Bank had been in existence for a longer 
time. But in the circumstances of the last year, it will be obvious to anybody 
who considers the first effects of war on the price of Government securities 
that, however much the profits which the Reserve Bank might have made, 
they were bound to be largely neutralised by the writing down of the value of 
its investments, which was obligatory on the Bank. The position which the 
Bank had to take into account was that on the 31st of December last. It is 
true that since then the prices of most Government securities have greatly 
appreciated and therefore there is now a considerable reserve, so to speak, a 
greater reserve in the hands of the Bank, and I have no doubt that that will be 
reflected in the future distribution to Government of profits.

T h e H o n o u r a b le  Mr . HOSSAIN IMAM : An underestimate, that is to
say.

T h e  H o n o u r a b le  S ir  JEREMY RAISMAN : No, Sir, it is not a ques­
tion of underestimation. It is the duty of the Bank. My Honourable friend 
must surely realise that. He has made oertain comparisons between the Re­
serve Bank and commercial banks—he must realise that a Central Bank if? very 
much in the position of Caesar’s wife in this matter and when securities stand 
at a certain price on a certain date, even though tjiere may be an absolute 
oertainty of their appreciation the next day, a bank in the position of the 
Reserve Bank can only take credit for the securities at the value at which they 
stand or the cost if lower, and that the reserve which may thus be created is a 
feature of ordinary prudence such as a Central Bank must cultivate

But I do not wish to take the House into these technicalities. I do not 
think that this is the place, and I am prepared to admit that I myself am not 
completely competent, to discuss the finer points of Central Banking policies. 
One of the reasons why a Central Bank was created in India was that these 
matters should be regulated by banking and expert experience and should be 
less subject to political influence. My Honourable friend, for instance, talks 
about the fetish of liquidity. Well, Sir, that is a most extraordinary phrase 
to use in regard to a Central Bank which is the custodian of the security for the 
nation’s currency. There can be no such thing as a fetish of liquidity. It is 
the duty of the Central Bank to maintain such a degree of liquidity, however 
high, as will enable it to deal with various emergencies which may arise and I 
entirely dispute my Honourable friend’s view that the basis on which the Re­
serve Bank’s policy rests is one whioh is open to criticism in this respect .

My Honourable friend had the hardihood to venture into the realms of 
revaluation of the gold reserve and utilisation of the proceeds of such a revalua­
tion for the repatriation of debt. Well, Sir, it is true that most countries have 
now revalued their gold reserves but it Bhould be a matter of congratulation 
and not of criticism that India has not yet been forced to do the same. To 
the extent that the gold which lies in the vaults of the Reserve Bank is worth 
more now than it was when the Bank was set up, we are fortunate and since 
none of these reserves have had to be dissipated and since the value is higher, 
there exists an additional element of strength in the resources which lie behind 
the currency of India. I trust that the occasion will not arise for recourse to 
those measures which the Honourable Member thinks should Kghtly be em­
barked upon. • .. •

T he H on o u ra b le  Mr. HOSSAIN IMAM: /Is your greater strength 
vis-a-vis Arcat Britain reflected in your treasury bilk ? 1
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The H on o u ra b le  S ir  JEREMY RAISMAN : If my Honourable friend 
is referring to the rate of interest which is available on treasury bills, that 
imports a large number of considerations other than the amount of the external 
reserves whioh stand behind one’s ourrency. That is an entirely different

 ̂ M matter. It depends on the conditions of the financial
‘ ‘ market. I would remind my Honourable friend that

the market in England is nowadays under a very thorough domination by the 
Treasury, probably under a much greater degree of control than the market 
in India, and in any case, the rate of interest at which money can be borrowed 
on treasury bills is closely related to the general financial and commercial 
organisation of the oountry and is bound to be different in Tndia from what it 
is in England.

Sir, there is one other matter on which certain Members of the House asked 
for somo enlightenment and that related to the question of power alcohol. 
Well, Sir, I am not directly concerned with the power alcohol legislation whioh 
was passed by the United Provinces Legislature. As Honourable Members 
pointed out, that is a measure whioh has gone up for assent to the Governor 
and is not at the moment the ooncern of the Government of India. But there 
are oertain aspects of the matter which I should like the House to realise. In 
the first place, the scheme for the production of power alcohol in the United 
Provinoes—and I think Bihar—was drawn up some time ago and was based on 
certain economic facts whioh have since entirely altered. I am told that the 
price of molasses, for instanoe, is now very much higher than it was when the 
power alcohol scheme was being formulated. Now, one of the motives for the 
scheme for the production of power alcohol was, I believe, that the grower would 
receive more for hiB oane. That was soon abandoned because it became easy 
to demonstrate that any price that could be paid for molasses in any eoonomic 
soheme of power alcohol production could not possibly affect the price of a 
maund of cane and could not, therefore, be passed on to the grower. Another 
stage was that the production of power alcohol would enable something to be 
paid to the sugar industry. Well, Sir, that consideration also seems to have 
been superseded because in the last stage we find—I am referring to the United 
Provinces Government scheme—that the power alcohol is to be entirely taken 
over by the Government and to be sold at a price fixed by it so that- the greater 
part of the profit which would accrue on that power alcohol was now to go to 
the Provincial Government. Now, Sir, there have been many comments, 
both in this House and in the other House, on the tendency of the Centre and 
the Provinoes to allow their fiscal jurisdictions to overlap and I am not sure 
what the legal position is. Here we have the case of a Government which is 
not in a position to levy an excise on a commodity but which compels all pro­
duction of the commodity to be sold to it and takes to itself a power then to 
resell it to the publio and to force it to be consumed. I merely indicate the 
nature of the problem whioh may arise in connection with a scheme of that 
kind. Sir, we are constantly under criticism for a supposed reluctance to 
utilise the economic resources of the country. Why we should be so reluctant,
I do not know. But what I do know is this, that many of the schemes which 
are put before us as examples, as methods, of utilising the economic resources 
of the country—many of them— are typically complicated by problems such as 
this. In other words, the dish that is set before us is garnished with some very 
unattraotive spice. In the case erf the problem of utilising the molasses and 
increasing the production of motor spirit in this country it has been my most 
lamentable*experience that nearly every Government authority which has 
sponsored this most desirable Scheme stood to gain a very large sum of revenue 
at my expense. Well, Sir, I am not in a position to go(iflto details on this
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question, but I was anxious that Honourable Members should realise that the 
problem is not so simple as it might appear to them to be and that this is a 
field in which disinterested promotion of an economic purpose is extraordinarily 
rare and as I am representing the Treasury which is highly vulnerable in this 
sphere, I have to be exceedingly careful. The tax on motor spirit, I am sure 
Honourable Members will realise, is one of the most important taxes in this 
country* The yield is now of a magnitude comparable with that of the salt 
tax, so that it is a matter of the very first importance and we have to be exceed* 
ingly circumspect in dealing with proposals whioh impinge upon it.

That, Sir, is all I have to say, and I thank the House for their very favour-' 
able reception of my proposals and for their appreciation of what I have been 
able to do.

The H on ourable  th e  PRESIDENT: The Question i s :

“  That the Bill to fix the duty on salt manufactured in, or imported by land into, oertain 
parts of British India, to vary the rate of excise duty on sugar other than khandaari or 
palmyra sugar leviable under the Sugar (Excise Duty) Act, 1934, to vary the rate of £fie 
the excise and custom duty on motor spirit leviable) under the Motor Spirit (Duties) 
Act, 1917, and the Indian Tariff Act, 1934,to fix maximum rates*)f postage under the Indian 
Po-st Office Act, 1898, and to fix rates o f income-tax and super-tax, as passed byvthe Legit* 
lative Assembly, be taken into consideration ,

The Motion was adopted.

Clause 2 was added to the Bill.

The H on ou rab le  th e  PRESIDENT : Clause 3.

The H on ou rable  Mr . HOSSAIN IMAM (Bih4r and Orissa: MdH&n- 
madan): Sir, I rise to move :

“  That in clause 3 of the Bill to part (a) of the proposed olause (ii) of sub-section (2) 
o f  section 3 of the Sugar Excise Duty Act, 1934, the fallowing proviso be added, namely :—

4 Provided the price of sugar at Cawnpore does not rise above the prices on 28th 
March, 1940 by 7 per cent, at the time when duty is paid *. **

Mr. President, my task has been lightened very much by the sp3ech of thfe 
Honourable the Commerce Member in which he dealt with the troubles of the 
sugar industry. I shall now take very few minutes in discussing this amend­
ment. The reason why I gave notice of thi3 amendment was that th^re oould 
not be any justification for giving up the additional duty if the industry .was 
able to recoup it from the consumers. My experience of the sugar industry 
has been that it manages to reduce the prices during the p3riod when sugar 
is being manufactured.

The H on ou rab le  th e  PRESIDENT : Am I to understand that you are
going to withdraw the amendment ?

The H on ourable Mr. HOSSAIN IMAM: No, S ir; I am moving it, 
but I will not have to justify it so much because of the sp3ech of the Honourable 
the Commerce Member. I have with m3 the figures of the fluctuation in stigar 
•prices during the year 1939 and I find that th^re hi* b^en a tendency to depress 
‘prices during the manufacturing season and to upgrade them when the manu­
facture has ceased. The prices went up even to Rs. 15 ; at the miftnnt th9y 
are below Rs. 12. The sugar industry has been placed between the devil and 
t̂he deep se#. , On the one hand, it must compete with Java sugar and on the
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other hand it has to pay a price for its raw produce which is most uneconomical- 
The Honourable the Commerce Member very rightly pointed out the fact that 
the two Governments of the United Provinces and Bihar are trying to kill the 
goose that lays the golden eggs. It was due to the fact that it was possible to 
produce sugarcane at a cheaper rate that the sugar industry was concentrated 
in these provinoes. If other provinces had been able to grow sugarcane at the 
price at which we were able to grow it, the sugar industry would have been 
distributed widely throughout the whole of India ; but merely due to the fact 
that it was economical to produce sugar at a cheaper rate in Bihar and the 
United Provinces all the factories were concentrated in Bihar and the United 
Provinoes, although they are not owned by Biharis or the United Provinces 
men. Bombay is very well represented in the sugar industry. Sir, we realise 
this. We realise also the constitutional difficulty to which the honourable 
the Commerce Member referred. But I venture to ask if there is any duty 
which the Government of India owes to the agriculturists as well as to the 
industrialists. Primarily it is the Government of India alone which can so 
settle the conditions that it would not be practicable for other new factories to 
oome in and queer the pitch of the established industries and also of the cane- 
growers. The danger to which the Honourable Member referred, viz., that the 
sugar mills were now starting their own farms, is a real and great danger. I 
have personal experience of my own in Bihar where they have started farming 
on their own account, and the Government's solicitude for the poor ryot is 
merely a lip service by those who are responsible for carrying on the 
Government in the provinces.

The H on ou rab le  R ai B ahadur L a la  RAM SARAN DAS : On a point 
of order, Sir. May I ask whether the Honourable Member is moving an in­
crease of duty ?

The H on ou rab le  th e  PRESIDENT : I have not yet understood what
the Honourable Member is driving at.

T he H on ou rab le  R ai B ahadur L a la  RAM SARAN DAS : I am asking 
the Honourable Member to explain what he is aiming at.

T he H on ou rab le  th e  PRESIDENT : I have been waiting for i t ; it 
has not been forthcoming.

’T h e H on ou rab le  Mr . HOSSAIN IMAM: My proviso says that this 
exceptional clause by which the Honourable the Finance Member gave a con­
cession worth Rs. 71 lakhs would be only operative as long as oonsumers benefit 
from it and it will not be allowed to go into the pockets of the industrialists 
alone because cane-growers have already received the price, whatever it was. 
Between the consumer and the industrialist there is to be a division. As long 
as the industrialists are losing money they may be profited by the exchequer ; 
the exchequer should reduce the rate of the duty. But if the increased prioe 
rises above 7 per cent.—there is no fetish about 7 per cent., simply an increase 
of one rupee per oent. has been equated ------

T h e  H on ou rab le  th e  ^RESIDENT : You want a rise in the pnoe ?
«

T h e H on ou rab le  Mr . liOSSAIN IMAM : No. This will operate only 
as long as certain conditions prevail. ( «

[Mr. Hossain Imam.]
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Reference was made, Sir, by the Honourable the Finance Member to- 
power alcohol. I was rather surprised when the Honourable Member stated 
that in the case of power alcohol the Provincial Governments want to pocket 
the excise duty. As far as my information goes, they had provided that the 
Central Government will get its excise duty.

T h e H o n o u ra b le  S ir  JEREMY RAISMAN : I indicated that what was- 
contemplated was a scheme whereby the Provincial Government wotdd bujr 
the power alcohol at one price and sell it at another and that since the Provin­
cial Government had no power to levy an excise on power alcohol, a legaL 
problem arises from that. That was what I indicated.

T h e H o n o u ra b le  Mr . HOSSAIN IMAM : I thought he meant that the 
manufacture of power alcohol will deprive the Central Government of its share 
of Rs. 2 crores which it now’ derives from petrol. If that impression of mine 
was wrong, then I am sorry.

T h e H o n o u ra b le  S ir  JEREMY RAISMAN : That is only, Sir, when 
the power alcohol is manufactured outside British India. If it is manufac­
tured in an Indian State, then I lose the whole of that tax.

T h e H o n o u ra b le  Mr. HOSSAIN IMAM : The Central Legislature or 
the Central Government ol‘ India are at the moment powerless to prevent 
Indian States from manufacturing power alcohol. Constitutionally under the 
Government of India Act they have no locus standi in this matter so far as States 
are concerned. But that is an extraneous matter. It has no connection with 
the problem that we are dealing with. •

•
T he H o n o u ra b le  S ir  JEREMY RAISMAN : It has a very important

connection, because at the present moment the greater part of the motor spirit' 
consumed throughout India, whether in British India or in the States, pays the 
duty to the Central Government.

T he H o n o u ra b le  M r. HOSSAIN IMAM : Similarly, Sir, if power alcohol' 
were to be manufactured in British India, the Honourable Member could charge 
it and even when it went to Indian States it would be so charged.

T he H o n o u ra b le  D ew an B ahadur S ir RAMASWAMI MUDAWAR -
No.*

T h e H o n o u ra b le  M r. HOSSAIN IMAM : The Honourable Member 
may say “ No ” , but I would ask him to cite to me any definite provision in the 
Government of India Act by which he is debarred from doing it. If excise 
duty can be charged 011 petrol, there is no reason why excise duty cannot be 
charged on power alcohol if it is manufactured in British India.

T he H o n o u ra b le  S ir  JEREMY RAISMAN : I am afraid the Honour­
able Member must take it from me that what I said is correct. It will take too* 
long to explain it to him, but it is a fact.

T h e H o n o u ra b le  M r. HOSSAIN IMAM r1 If there is a constitutional 
difficulty it can be got over by running to Whitehall and making an amendment 
of the Constitution Act.
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T h e  H o n o u b a b l e  Sir  DAVID DEVADOSS: It oould be done to­
morrow ?

T h e  H o n o u r a b l e  Mr. HOSSAIN IMAM: It is a long range policy.
Sir David Devadoss should know that we are not talking of today. We are
talking of years ahead. We are not so short-sighted as to consider only what
will happen on the 4th April.

T h e  H o n o u r a b l e  Si r  DAVID DEVADOSS : Let us pass this Bill.

T h e  H o n o u r a b l e  Mr. HOSSAIN IMAM : At the moment I am refer­
ring to the fact that all the difficulties which the Honourable the Commerce
Member related arise because 30 per cent, of our petrol supply had to be im­
ported from outside. Now you are able to manufacture 20 per cent, of your
requirements from power alcohol and there would be no need of spreading the
burden on the rest of 70 per cent, which the Honourable the Commerce Member
has done. He has very kindly stated what is the real position but that has
further brought out the glaring fact that the Government of India is not work*
ing on making India self-sufficient.

T h e  H o n o u r a b l e  Si r  JEREMY RAISMAN : On a point of order, Sir.
Is the Honourable Member speaking to this amendment ?

T h e  H o n o u r a b le  t h e  PRESIDENT : H e is n ot. All the tim e I have
been  w ondering w hat he is ta lking about.

T h e  H o n o u r a b l e  Mr . HOSSAIN IMAM : Sir, I was saying that this
duty should be reduced so that other ooncerns may not oome in and start new
factories. The Honourable the Commerce Member pointed to the fact that
'■when the quantum of protection is increased there is a possibility of new com­
panies coming in and in that sense, Sir, it will queer the pitch of the present
industry.

T h e  H o n o u r a b l e  th e  PRESIDENT : I would advise you to withdraw
’the amendment.

T h e  H o n o u r a ble  Mr. HOSSAIN IMAM : Very well, Sir, if it is your
^advice, I will withdraw the amendment as I feel doubts on its admissibility.

The amendment was, by leave of the Council, withdrawn.
Clause 3  was added to the Bill.
Clauses 4 and 5 were added to the Bill.
Schedule I was added to the Bill.

< Clauses 6 and 7 were added to the Bill.
Clause 1 was added to the Bill.
The Title and Preamble yrore added to the Bill.

«
Thb H onotjbablb Mb. C. E. JONES : Sir, I  m ove : .
^‘ that the Bill, as passed by the Legislative Assembly, be passed.”  1
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T hb H o n o u b a b le  Mb. HOSSAIN IMAM : Mr. President, the Honour­
able the Finance Member remarked that I had the hardihood to raise the ques­
tion of the revaluation of the gold reserve. I should like to know how he had
the audacity to question the wisdom of the action of Mr. Montagu Norman
of the Bank of England and Mr. Morgenthau of the U. S. A. Federal Reserve
Banking System.

Thb H on ou b a b lb  th b  PRESIDENT : Surely at the third reading you.
oannot ask the Honourable Member to give any such explanation. I overrule
it.

Motion moved :
« That the Bill, as passed by the Legislative Assembly, be passed.0 *

The Motion was adopted.

STATEMENT OF BUSINESS.

T hb H on ou b a b lb  Sib REGINALD MAXWELL (Leader of the House):
Sir, I suggest that the House should next meet on Friday, the 5th April, when
the National Service (European British Subjects) Bill will be taken up for
consideration.

The Council then adjourned till Eleven of the Clock on Friday, the 6th
April, 1940.




